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Practices that Imperil 


the Pathways of the Utilities 
The Views of a Wall Street Banker 


For forty years the author of this article has been conspicuous in New 

York’s financial center not only as a successful banker, as a member of 

the New York Stock Exchange, and as a director in large public service 

corporations, but as an active worker on various reorganization commit- 

tees which have brought about needed reforms and improved business 
policies and procedures. 


By F. J. LISMAN 


T may be taken as a maxim that 
| the quality of new utility security 
issues varies in inverse ratio to 
the demand. If the investor’s appe- 
tite is not keen, he must be tempted 
with something good. If, on the 
other hand, he believes that he can 
buy a certain type of security without 
especially careful consideration, then 
he is sure to be offered a substantial 
percentage of inferior issues. 
During the last five years, public 
utility securities have been fashionable 
—and the public has bought them gen- 


erously and rather indiscriminately. 

Stocks of public utility holding 
companies participated in the 1929 
debauch to the fullest extent. The 
reaction, of course, has affected them 
in inverse ratio. 


AS far as one can foretell, public 
utility companies are destined to 
have an almost indefinite expansion 
because of the growing demand for 
their services. There does not seem 
to be any point of saturation for the 
market for electric energy. Fully one 


259 





PUBLIC UTILITIES FORTNIGHTLY 


third of the population has not been 
reached yet, and the balance will in 
time be educated to use an endless 
number of electrical contrivances for 
the purpose of improving the stand- 
ard of living from every angle—for 
the sake of cleanliness, for comfort, 
for home-cooling and home-heating, 
for making work easy, for furnishing 
amusement, as well as for increasing 
the consumption of articles which we 
now think of as standard home equip- 
ment, such as light and refrigeration. 
The mere suggestion of heating 
houses in winter and cooling them in 
the summer, largely at nonpeak load 
hours, the mere prospect of television 
and many other inventions not now 
dreamed of in our philosophy, ap- 
peals to the imagination not only of 
constructive engineers but both of the 
avaricious as well as of the conserva- 
tive investor. Many billions of dol- 
lars will be required for investment in 
enterprises of this character. 

There is always the danger of over- 
confidence and of unscrupulous ex- 
ploitation by those who want to cash 
in promptly on hopes, rather than to 
wait for slow realization. This is 
ever-present in every walk of life. 

It is greatly in the interest of the 
public utility industry to enforce, as 
far as possible, the highest kind of 
business standards on all those who 
participate in it, in order permanently 
to protect its credit. The collapse of 
one or two companies of any magni- 
tude, or scandal connected with any 
important member of the industry, 
will reflect on the credit of the in- 
dustry as a whole, and will make it 
less easy for other utility companies 
to obtain capital for expansion. 


The French Revolution was 
brought about by the abuse of power 
by a comparatively small percentage 
of the French aristocracy. The legis- 
lation of fifty and twenty-five years 
ago, adverse to the railroads, was 
brought about by the abuse of power 
or credit of probably less than 5 per 
cent of the companies, but it hurt 
them all, not only at that time, but 
even now. 

If the railroads at an early date had 
looked after their industry collectively 
or nationally, and had cooperated 
toward the framing of reasonable 
self-regulation, they would have 
avoided most of their past and pres- 
ent difficulties. 


HE public utility companies have 

thus far escaped Federal regula- 
tion, partially because there has really 
been no keen demand for it but most- 
ly because the various state authori- 
ties are jealous of their powers and 
are, therefore, fighting Federal regu- 
lation with the most hearty codpera- 
tion of the utility companies. 

It is suspected that at least some 
public utility companies are repeating 
the sins of the railroads by participat- 
ing in politics. 

Jay Gould, when he was in control 
of the Erie Railroad, was quoted as 
having said that in some counties he 
was a Republican, in some a Demo- 
crat—but that he was an Erie man all 
the time. Some of the utility cor- 
porations have apparently taken a leaf 
out of Jay Gould’s book. 

The public utility industry has a 
strong organization to protect itself 
against adverse Federal legislation 
and is presumably spending money in 
that direction. According to testi- 
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mony developed before the Federal 
Trade Commission, some of the pub- 
lic relations departments of the util- 
ity industry have in some cases used 
bad judgment in their endeavor to 
“educate” the public. Hypercritical 
cant about being public servants, most 
loudly uttered by the more selfish util- 
ity managers who at the same time 
may have large paid legislative lobbies 
and worse, will in time lead to serious 
public resentment. 


|) gwery companies of all kinds, 
good and bad, have sprung up. 
While it is axiomatic that corpora- 
tions have no souls, one wonders 
whether some of the individuals asso- 
ciated with some of them are similarly 
afflicted. 

If any legislative committee should 
investigate or hold a post mortem on 
some holding company and find that 
the earnings of the subsidiary com- 
panies have been siphoned out of their 
coffers to the stockholders and of- 
ficers, it would make not only the 
investors but the customers wonder 
how many other companies are guilty 
of the same practice. 

It might seem smart from the point 
of view of the holding company to 
own stock of a separate engineering 
company which charges for engineer- 
ing services, or to own stock in a pur- 
chasing company which receives a 
commission for doing wholesale pur- 
chasing, or in a managing company 


which is reputed to have special tal- 
ent for managing. There is no limit 
to these subsidiary companies: there 
might even be auditing companies and 
other companies, which might be des- 
ignated as “step-up transformers” or- 
ganized for the purpose of writing 
up the cost of properties owned ; there 
might be controlled coal companies, 
which receive a price above the mar- 
ket for their product, in order to show 
higher costs of production or large 
profits to insiders. All or part of 
such subsidiary or affiliated companies 
might either be beneficent or malevo- 
lent, dependent upon the intent of the 
organizers or their successors. How- 
ever, if there is anything the least bit 
wrong with any one of them, all of 
the companies will look malevolent 
under hostile cross-examination, with 
serious consequence to all parties di- 
rectly concerned, as well as to the 
utility industry as a whole. 


Byers ER Ownership has proven to 
be a great scheme; it has been 
unquestionably helpful to the utility 


companies. The question is whether 
or not it has been over-worked. If 
customer stockholders should ever 
find that their stock is not all they 
were led to believe, then it will go very 
hard, indeed, with the company con- 
cerned. 

There is also the question as to 
whether or not a bondholder should 
be looked upon as an impersonal credi- 


“THE collapse of one or two utility companies of any 
magnitude, or scandal connected with the industry, will 
reflect on the credit of the industry as a whole, and will 
make it less easy for other utility companies to obtain capi- 


tal for expansion.” 
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tor and whether a company should 
get the money “while the getting is 
good,” irrespective of the protection 
of the security holders’ interest. 

Some holding companies have sold 
100-year debentures without a sinking 
fund. Can anyone tell what these se- 
curities are going to be worth one 
hundred years hence? If we judge the 
future by the past, we know that near- 
ly every security which might have 
been created by any concern one hun- 
dred years ago without the protection 
of a sinking fund would be absolutely 
worthless unless the particular issuing 
company, throughout the entire peri- 
od, had kept abreast of the times and 
had been continuously in honest and 
competent hands. The history of 
business is that every concern, sooner 
or later—to put it in the vernacular— 
either “dries up or busts up.” The 
younger generations who inherit a 
good business generally are inclined 
to take life a bit easier than their fore- 
bears; perhaps they think they know 
more than their predecessors. But the 
inevitable result is failure in the 
course of time. 


me used to be a saying that 
“nothing is sure except death and 
taxes, and children to the poor man.” 
This has now been altered to read, 
“nothing is sure but death and taxes 
and change.” Everything in business 
changes at a more rapid rate than 
ever before; obviously, therefore, 
obsolescence is progressing at a cor- 
respondingly more rapid rate. 

What is the value of and where 
are the primitive power plants of fifty 
or even of twenty-five years ago? 

The cost of producing power by 
coal is being steadily reduced; it is in 
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most cases now cheaper than water- 
power, except in locations where coal 
has to be brought long distances. 

Who knows about the future meth- 
ods or costs of generating power? 
Hundreds of minds are concentrated 
on the economical extraction of power 
direct from sunbeams, the source of 
all power on our planet. If this 
theory can ever be developed commer- 
cially, it would change the industrial 
picture very substantially. Many 
other changes now not dreamed of are 
in the range of possibility. 


T the investor is really to be pro- 
tected, therefore, every security 
issue should have a sinking fund. Ii 
it is sound for the editor of this maga- 
zine and for the writer and for every 
other individual to pay his debts in- 
stead of hanging them up indefinitely, 
it is equally sound for any or all of 
us, when organized in corporate form, 
to do likewise. 

A one per cent cumulative sinking 
fund will retire a 5 per cent bond at 
par in thirty-six years. A one-half 
per cent sinking fund will similarly 
retire a 5 per cent bond within fifty 
years. The only argument against 
sinking funds lies in the fact that it 
would seem absurd for companies to 
be paying off their debts at the same 
time when they are borrowing addi- 
tional money. This argument does 
not appear wholly sound, because by 
constantly reducing its indebtedness a 
company’s credit is greatly improved. 
The construction or improvements of 
this year may be theoretically written 
off the books within twenty-five years, 
to the depreciation account. In theory 
the amounts thus written off are used 
for replacing the depreciated or obso- 
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cles.” 


The Need of Standard Systems of Accounting 
in the Utility Industry 


il pny would appear to be no reason 
why the public utility industry, even in 
those states in which standard systems of ac- 
counting are not required by the state public 
service conumission, should not adopt a stand- 
ard system of accounting, including frank, 
clear statements about their depreciation poli- 








lete property with up-to-date substi- 
tutes. 

Nevertheless, whenever a company 
is weak financially, the depreciation or 
renewal and betterment accounts be- 
come merely a bookkeeping asset, the 
sums presumed to be set aside out of 
earnings become in all such cases com- 
mingled with the company’s current 
assets, and in the case of bankruptcy 
they are always completely absent. 

Some few mortgages provide for 
sinking-fund money to be paid to the 
trustee, and require that these moneys 
may subsequently be withdrawn for 
betterments. The bankers’ prospectus 
always refers to these provisions un- 
der the euphoneous terms “under care- 
fully guarded provisions.” But as a 
tule the moneys can be withdrawn 
against the companies’ certificates if 
they state that the money has been ex- 
pended for plausible reasons which 
may be advanced. 

The trustees, under the big modern 
corporate mortgages, necessarily re- 
fuse to take any responsibility for 
anything except the proper certifica- 
tion of the bonds, and full technical 
compliance with every term of the 
trust deed. For fear of error of judg- 
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ment by employees, to say nothing of 
litigation, all personal supervision or 
obligations are most carefully ex- 
cluded. 


A of public ownership 
contend that if the rates include 
a charge for repayment of the invest- 
ed capital, then the properties should 
belong to the public after the investors 
are repaid. 

While this argument sounds rea- 
sonable, the fact that capital invested 
might be repaid within, say, thirty-six 
years after the year in which it was 
invested in the particular property, 
would hardly accelerate public owner- 
ship much, because during the inter- 
vening period large additional sums 
would have gone into the property. 

This problem brings up the whole 
wretched system of American fran- 
chises which as a rule provide but one 
incentive—the incentive to overcapi- 
talization which, obviously, is con- 
trary to the real interest of both the 
consumer and of the investor who 
provides the requisite capital. But 
that is another story and so is the 
complex subject of charges to depre- 
ciation, obsolescence, and replacement. 
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Again the public utilities can take 
a leaf out of the history of the rail- 
roads. Two of the railroads in the 
United States with the best credit are 
the Pennsylvania Railroad and the 
Chicago, Burlington & Quincy. In 
both cases, the companies had in the 
previous generation very large sink- 
ing funds. For instance, there are no 
bonds outstanding against the Penn- 
sylvania Railroad main line between 
Pittsburgh and Chicago; all were re- 
tired years ago by a sinking fund. 

The public utilities have before 
them the 100-year experience of the 
railroads, with all their trials and er- 
rors, failures and successes. Why 
not study this history more closely 
and thus get the benefit of the experi- 
ence of past generations, instead of 
the usual human method of having 
each succeeding generation learn em- 
pirically ? 


igs the cold light of hindsight, the 
railroads clearly made mistakes in 
planning, building, financing, public 
relations, and in their adjustment to 
changing conditions. This is more or 
less repeated in every industry. For 
this reason, the theory of a fair re- 
turn on “prudent investment,” worked 
out by the light of hindsight, is gross- 
ly unfair. The human race has slow- 
ly progressed by trial and error, and 
these trials and errors must be paid 
for and amortized. We may wonder 
why it took our far ancestors many 
centuries to discover that transporta- 
tion by aid of a round revolving disk 
was cheaper and easier than by human 
backs—but it required countless gen- 
erations to attain that knowledge, 
nevertheless. In full possession of a 
long, clear vista of hindsight, we 


should not now throw too many 
bricks at the railroads; rather should 
we profit by their experience. 


Se the public utility industry sui- 
ficient vision and public spirit to 
police itself rather than to let matters 
drift along with the consequent cer- 
tain and much less intelligent super- 
vision by governmental bodies? 

If the public utility companies will 
sincerely codperate for the purpose of 
getting really high-class men to serve 
as public service commissioners, they 
will certainly help themselves more ef- 
fectively in the long run than by play- 
ing politics and getting professional 
politicians who might seem more 
pliable. 

It is obviously impossible for the 
industry as a whole to supervise the 
political morals of its members and 
to prevent franchise selling or buying. 


HERE would appear to be no rea- 

son why the public utility indus- 
try even in those states in which 
standard systems of accounting are 
not required by the state public serv- 
ice commission should not adopt a 
standard system of accounting, in- 
cluding frank clear statements about 
their depreciation policies. There 
would appear to be no sound reason 
why the industry should not provide 
annual reports to stockholders which 
are certified to be according to such 
standard forms. These reports should 
be clear, and should contain all the 
truth and nothing but the truth. The 
writer has specifically in mind the 
annual report of a well-known pub- 
lic utility in which reference is made 
to the company’s very competent 
auditing staff and to the fact that its 
books are audited by outside auditors, 
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but the certificate of these auditors is 
conspicuous by its absence. 

The steam railroads are now com- 
pelled to keep their books according 
to a system of accounting prescribed 
by the Interstate Commerce Commis- 
sion. Depreciation on equipment is 
properly established and prescribed, 
and depreciation accounts on other 
elements are gradually being worked 
out. 


HE very bad but common prac- 

tice of advertising greatly in- 
creased earnings without clearly 
showing the increase derived from the 
newly acquired properties, might also 
be pointed out and discouraged. The 
intent of such advertisements must 
presumably be the misleading of in- 
vestors. 

Undoubtedly a statement that the 
public utility companies would police 
themselves could receive tremendous 
publicity, because it would be unusual 
and, therefore, news in the best news- 
paper sense. Investors could be edu- 
cated to a very large extent to abstain 
from buying securities of companies 
which fail to keep their books or to 
conduct their business in accordance 
with a reasonable standard prescribed 
by the more foresighted leaders. 

It is pertinent at this point to quote 


from an article by Dean Wallace B. 
Donham of the Graduate School of 
Business Administration of Harvard, 
which appeared in the Harvard Busi- 
ness Review for April. Dr. Donham 
observes : 


“The whole history of the world gives 
evidence that capitalism and capital can be 
defended only by constructive programs 
based on the consideration of social re- 
sponsibility rather than by a series of rear- 
guard engagements where capital is suc- 
cessively fighting to hold one specific point 
after another. The defense of capitalism 
by this latter method is in the nature of 
things impossible. If capitalism and capi- 
tal are not based on programs which are 
socially sound for the whole mass of our 
people, the preservation of existing capital 
and the continuance of the capitalistic sys- 
tem will both be impossible. The few can 
never defend themselves against the many. 
They can only lead the large group in di- 
rections which are best for both and where 
there is a conflict of interest they must 
prefer the many. 

“Of course, there are dangers in a demo- 
cratic organization of society; of course, 
there are tendencies that need to be checked. 
We must not, for example, get ourselves 
into a situation where a very large frac- 
tion of our people work permanently for 
the government. However, in our desire 
to minimize these tendencies we must not 
fail to furnish alternative solutions to the 
problems which create the tendencies. Ef- 
fective leadership of this type should not 
be beyond the bounds of possibility.” 


The public utility industry and its 
principal purveying companies have 
many forceful and public spirited of- 
ficials. Will they show the vision and 
courage to lead in the proper ethical 
direction? 





The Contest Over the Right to Regulate the 
Utility Holding Company 
Will the state or the Federal Commission prevail? 


Un.ixe other corporations, the public utility must finance its extensions 
not through earnings (which are limited to a “fair rate of return” from 


capital), but to outside borrowings. 


holding company has come into existence. 


To render such financial service, the 


How the holding company may 


be now regulated is the subject of an article by C. W. THompson, pro- 
fessor of economics at the University of Iowa, in the coming number 
of this magazine. 
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The Power Trust, the Politician, 
and the Plunderbund 


Part II 


The Raids of the Radicals on the Private Utilities in the 
Struggle to Obtain More Political Jobs for Dispensation 


In the first article of this series the author told how the municipal 
power plant first sprang into existence, and traced the process by which 
it came within the arena of political debate. In this installment he 
outlines how, when, and why the privately owned plant began to com- 
pete with the municipal plants, and why, in his opinion, the repre- 
sentatives of the Left—including not only the socialists but the liberal 
and radical groups of each of the major political parties—are mak- 
ing political thunder out of the controversy over private versus gov- 
ernment ownership and operation. 


By ERNEST GREENWOOD 


said that municipal ownership in 

the electrical industry had its be- 
ginnings with the installation of serv- 
ice by various cities and towns where 
the limited field and experimental 
stage of the development were unat- 
tractive to private capital. The first 
few municipal electric plants were 
considered as great successes, not be- 
cause of any economies they brought 
about, but because they produced an 
artificial light which was far superior 
to any form of lighting which they 
supplanted. 

This was the genesis of what the 
advocates of government ownership 
and operation call “successful mu- 
nicipal ownership.” 


[* the preceding article I have 
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In any sort of a narrative there is 
nothing quite so deadening as quan- 
tities of figures and statistics. But 
unfortunately, at this point, I will 
have to turn to figures if I hope to 
build up the story of the rise and fall 
of municipal ownership in the United 
States. It is the old story of hard, 
cold, and usually uninteresting solid 
economic facts versus glittering gen- 
eralities which sound well but prove 
nothing. If municipal ownership is 
declining it can easily be proven by 
figures and there must be some rea- 
son for its being on a toboggan 
which is traveling at a constantly 
accelerating speed. If it is not, then 
those who favor it must explain the 
figures. 
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I* the year 1902 (as all good 
economists and statisticians start 
their bedtime stories filled with sta- 
tistics), there were exactly 2,805 
“commercial” or privately owned elec- 
tric light and power enterprises in the 
United States. There were also 815 
municipally owned plants. 

By 1917—I must record 1917 for 
it was at this point that privately 
owned systems began to decline nu- 
merically while municipally owned 
plants continued to increase, -numeri- 
cally—there were 4,224 privately 
owned systems and 2,318 municipal 
plants. 

Five years later history records 
that the privately owned systems had 
declined in number to 3,774 while the 
municipally owned plants had jumped 
to 2,581. 

In the race for numerical honors 
municipal ownership seemed to be 
gaining fast. It is worth noting, 
however, that the 3,774 privately 
owned systems were serving 12,953 
towns with a total population of 
59,070,398 while the 2,581 municipal- 
ly owned plants were serving 2,940 
towns with a total population of 
6,563,371. It should also be noted in 
passing that the privately owned sys- 
tems were generating more than 414 
billion kilowatt hours a year while 
the aggregate production of the mu- 
nicipally owned plants was only a lit- 
tle more than 1}? billion kilowatt 
hours or 5.36 per cent of all availa- 
ble electricity. 


BY the time 1927 rolled around and 
we could get the benefit of the 
data gathered by the U. S. Bureau 
of the Census, the total number of 
commercial or private systems had 


dropped to 2,537, but these systems 
were serving 17,750 cities and towns, 
while the total number of municipal 
plants had dropped to 2,030, serving 
2,250 cities and towns. 

The handwriting was appearing on 
the wall. Municipal ownership was 
being weighed in the balance and 
found wanting. 

Although the number of private 
systems had decreased (due to con- 
solidations and the gradual elimina- 
tion of the small, inefficient plant in 
favor of the larger central generating 
station) the number of communities 
they were serving was increasing by 
leaps and bounds, while both the total 
number of municipal plants and the 
total number of communities they 
were serving was moving steadily 
downward. 


: 1928 the National Electric Light 
Association published a report of 
the results of an elaborate survey en- 
titled ““Government ( Political) Own- 
ership and Operation and the Electric 
Light and Power Industry.”” Part IV 
of this report gives in detail the rec- 
ord of 1,412 cities and towns in the 
United States with a present popula- 
tion of 2,975,637 where municipal 
operation has disappeared, the com- 
munity now being served entirely 
from private company distributing 
systems. Part V gives the same sort 
of detailed record of 496 municipal 
systems which at one time operated 
power houses of their own but which 
sold or “junked” these plants because 
they could buy electric current whole- 
sale from private companies more 
cheaply than they could generate it 
themselves. 

This report has never been chal- 
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lenged, for every one of these 1908 
communities is listed and the name of 
the private company now furnishing 
it with service is stated, together with 
the source of the information. In 
each individual case the reason for 
abandoning municipal ownership is 
given and it makes most interesting 
reading. 


oom time later the association pub- 
lished a supplement to this report 
bringing it up to date as of July 1, 
1929. It was found at this time that 
the number of communities which had 
tried municipal ownership only to give 
it up in disgust had increased to 1,440 
while the number of communities 
which had junked their generating 
plants and were purchasing power 
wholesale from private companies had 
increased to 498. 

It should be noted that the number 
of communities throwing municipal 
ownership and operation over in its 
entirety is increasing more rapidly 
than the number of communities 
abandoning municipal generation but 
retaining their own distributing sys- 
tems. 


| Bevel year the association issued a 
second supplement bringing the 
record up to date as of January, 
1930. At this time it was found that 
143 additional communities had 
washed out municipal ownership en- 
tirely, bringing the total number of 
failures up to 1,583. At this writing 
it has been my privilege to look over 
the proof sheets of a third supplement 
bringing the record up to date as of 
January, 1931, giving the details of 
115 more communities which during 
the past twelve months had become 
disgusted with municipal ownership 
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and all its works bringing the total 
number up to 1,698, while the total 
number of communities still doing 
their own distributing but purchasing 
electric power wholesale has dropped 
from 496 in 1928 to 463 on the first 
of this year. 


HAT is the character of these 

1,698 communities where mu- 
nicipal operation has completely dis- 
appeared? 

They have an aggregate population 
of 3,744,449. The majority of them 
—1,051 to be exact—are hamlets with 
less than 1,000 inhabitants. Of the 
balance, 544 were towns from 1,000 
to 5,000 population; 31 were cities 
with from 10,000 to 30,000 popula- 
tion; and 16 were cities of more than 
30,000 population. 

I wish to emphasize the more than 
1,000 hamlets, for the great majority 
of the communities which are still de- 
pending on municipally owned light 
and power plants of this character. 
The advocates of government owner- 
ship and operation are fond of flaunt- 
ing the figures of the 1927 census 
which tell us that at that time there 
were 2,030 municipal light and power 
plants while private ownership only 
boasted of 2,537 systems. They do 
not add, however, that probably three 
fourths of these so-called plants were 
little more than the individual light- 
ing plant on some large estate, nor do 
they explain that at the present time 
the private systems are generating 84 
billion kilowatt hours a year, while all 
of these hundreds of little municipal 
plants generate, in the aggregate, only 
about four billion kilowatt hours. 


HERE must be some reason for 
this record of steady rejection of 
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That $750,000,000 “Excess Profits” a Year 
Attributed to the Utilities 


6¢ gerne Norris has told us that the utili- 

ties in this country, in addition to mak- 
ing a fair profit, actually make an excess profit 
of between 750 million and a billion dollars a 
year at the expense of the American consumer. 
: In 1929, a@ banner year, the total 
profits of all the electric power utilities in the 
country amounted to 835 million dollars, which 





makes 750 million to a billion dollars ‘excess 
profits’ a bit difficult to conceive.” 





municipal ownership after it has been 
given a fair trial. With all of this 
talk about a “power trust gouging the 
people” and the beauties and econo- 
mies of municipal ownership, intelli- 
gent American citizens are not going 
to abandon it and buy from the 
“power trust” just for the sake of 
being contrary, no matter how con- 
trary they may seem to the solicitors 
of the badly nourished radicals. 

Consumers of electric light and 
power are interested in just two 
things—quality of service and its 
cost—and they don’t give a tinker’s 
dam about the political persuasions or 
social philosophy of the owners and 
operators of the enterprise furnish- 
ing that service. They want it as 
cheaply as they can get it consistent 
with uniformly good quality. They 
take just about as much interest in 
the leanings of the management as 
they do in the morals of their cats or 
the religion of their cooks. 

The outstanding reason will be 
found, of course, in the question of 
service. 

At the risk of being accused of 
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writing to space I am going to repeat, 
with all the emphasis at my com- 
mand, the small, isolated plant can- 
not give the same quality of service 
as the plant or distributing system 
which is a part of a large intercon- 
nected system consisting of great cen- 
tral steam generating plants, hydro- 
electric plants, and a network of 
transmission lines which may cover a 
part of a state, a whole state, or even 
two or more states. 

It might be possible for a few more 
or less adjacent communities to get 
together, build a joint central gen- 
erating station and tie themselves to- 
gether with an interconnected dis- 
tributing system, but it is my belief 
that in the very nature of things this 
would only result in endless bicker- 
ing and recrimination with the larger 
communities grabbing the advantage 
as to rates and service to the detri- 
ment of the smaller communities. 
One can easily visualize the political 
machine of a city like Philadelphia 
telling the town council of some up- 
state village to go and jump in its 
own mill-pond if the villagers should 












complain about the treatment they 
were receiving from such a system. 


A: for the organization of an in- 
terconnected government owned 
and operated system the lines of 
which crossed state boundaries, it just 
is not within the range of possibili- 
ties. For a generation the seven 
states affected by the Boulder Canyon 
Dam project tried to get together on 
some mutual plan for the develop- 
ment of the Colorado river, without 
success. States cannot agree on uni- 
form divorce or traffic laws or on 
motion picture censorship—how can 
they be expected to get together on 
the operation of such an intricate and 
highly technical business as the gen- 
eration and distribution of electric 
light and power? Governor Pinchot 
and Governor Roosevelt might get to- 
gether, but the Republican legislature 
in New York state would tell Gov- 
ernor Roosevelt he had better go to 
bed and sleep it off, while Democrats 
and Republicans alike in the Penn- 
sylvania legislature are always look- 
ing for a chance to build a fire under 
Governor Pinchot even though he, 
like Governor Roosevelt, has been 
spoken of as having presidential possi- 
bilities. 

N any comparison of the respective 

merits and demerits of municipal 
ownership of electric utilities and pri- 
‘ vate ownership and operation, we 
must consider the municipal plant as 
an isolated plant with all the disad- 
vantages of the isolated plant of two 
or three decades ago. And while we 
are about it, suppose we consider, not 
a small isolated plant furnishing light 
for a few hundred incandescent bulbs 
in some cross roads village, but such a 
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plant as that of Tacoma, Washington. 

Citizens of Tacoma have not for- 
gotten what it means to be dependent 
on a plant of this kind which derives 
its power from a waterfall, when, be- 
cause of lack of rainfall, the amount 
of water going over the fall begins to 
resemble a discouraged summer driz- 
zle. The taxpayers of the United 
States can charge up a part of their 
Federal tax bills to Tacoma and this 
is why: 

Because of a shortage of water 
which seriously curtailed the supply 
of electric light and power, the Unit- 
ed States Government loaned Tacoma 
the airplane carrier Lexington for use 
as an emergency electric generating 
station on December 16, 1929. 

Exactly thirty days later this war- 
ship was disconnected from the Ta- 
coma power supply. 

One generator out of the six 30,000 
horse power machines with which the 
Lexington is equipped was used dur- 
ing the month, and in that time the 
ship delivered to the city 4,251,160 
kilowatt hours of electricity. 

For this current the city paid 
$75,511.60, plus dockage charges of 
$18,000, making a total of $93,- 
511.60. Other incidental expenses in 
connection with the temporary hook- 
up brought the total to practically 
$100,000, or at the rate of 24 cents 
per kilowatt hour. 

Being intermingled with the city’s 
regular power supply, the exact reve- 
nues from the sale of this electricity 
cannot be determined. However, if 
the average figure of the past few 
years of nine tenths of a cent received 
by the city per kilowatt hour gen- 
erated is used, the proceeds from the 
sale of the Lexington’s power to its 



























ultimate consumers will approximate 


$38,260. 


HE Lexington cost $41,000,000 

to build and the average annual 
expense for fuel, up-keep, and the pay 
and subsistence of her personnel has 
been stated to be in the neighborhood 
of $3,200,000 per year, or $267,000 
. per month. Added to this is the in- 
terest on the initial investment, plus 
the annual write-off for depreciation 
and obsolescence. Figuring these 
fixed charges as low as 10 per cent, 
the total cost of maintenance of 
the warship during the month she 
stayed at Tacoma will approximate 
$600,000. 

This figure, when divided by the 
output of 4,251,160 kilowatt hours 
gives a total cost of 14.1 cents per 
kilowatt hour, as against 24 cents 
paid by the city and approximately 
nine-tenths cents paid by the actual 
consumers of this power. 

Against the $600,000 total cost, 
the city paid somewhat less than 
$100,000—thus leaving the sum of 
$500,000 to be borne by the tax- 
payers of the entire country as 
the result of the diversion of the 
ship from her normal duties as a 
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unit of the United States Navy. 

In addition, the taxpayers of Ta- 
coma must make up the difference 
between the $100,000 paid by the city 
to the Navy Department and the $38,- 
260 paid by the consumers, or nearly 
$62,000. 


O* suppose we take the municipal 
plant of Cleveland, Ohio, to 
which the advocates of government 
ownership and operation are continu- 
ally “pointing with pride.” 

On March 30, 1929, the Cleveland 
Plain Dealer, which, as everyone 
knows, never hesitates to do sume 
plain talking when it thinks the com- 
munity is in need of a general shak- 
ing up, commented upon a prelim- 
inary report of a survey of the mu- 
nicipal system which was then being 
made by A. B. Roberts, engineer and 
financial expert of the Municipal Re- 
search Bureau, stating that the report 
which had just been filed with the 
Cleveland City Council Committee on 
Public Utilities shows that $552,700 
in bond money must be spent imme- 
diately for improvements under ordi- 
nances passed last October; that $2,- 
620,000 to $3,006,000 more is needed 
in the immediate future to balance up 


commission on engineering work, inspections, and surveys 


q “LARGE sums of money which are spent by the (Ontario) 


come out of the Provincial treasury—that is out of the 
taxpayers—and are not charged against the electrical enter- 
prise, as they would be in the case of a private corpora- 


tion. 


Furthermore, 50 per cent of the capital 


cost of constructing transmission lines in rural districts 
is paid out of the Provincial treasury and is not charged 


against the commission. 


The so-called ‘cheap service’ to 


the farmers is really paid for in part by the taxpayers of 
the province as a whole.” 


271 









PUBLIC UTILITIES FORTNIGHTLY 


the plant and bring it into fairly good 
operating condition; that actual losses 
instead of the profits shown in the an- 
nual reports were found for every 
year except for 1916 after correct al- 
lowances for all proper charges had 
been made; that in 1922 there was a 
net loss of $9,305 instead of a book 
profit, as reported by the company, of 
$169,218; that the present assets of 
the plant are worth only around 
$8,000,000 instead of $10,000,000 as 
is commonly said to be the case. 

Continuing, the article states that a 
far-reaching readjustment of a mu- 
nicipal light and power rate is viewed 
as inevitable and it is asserted that the 
plant is not adequate to meet the de- 
mands for service that are made upon 
it; that its reserve funds and working 
capital funds are unduly low; that its 
bookkeeping methods have been such 
as to keep the city council in ignorance 
of the real situation. 


a of over-capitalization, high 


pressure promotion, political 
operation of private business, and all 
shades of communism! Is this the 
kind of an enterprise which our so- 
cialist and other radical friends would 
have us believe is superior to the in- 
numerable carefully financed, well- 
managed, and rigidly regulated pri- 
vate light and power companies in the 
United States? 

When a private business makes a 
showing like this it files a petition in 
bankruptcy, or someone does it for 
the owners, saving them the fees. 
When a bank wangles its books so as 
to keep the state banking department 
or the Federal government in ignor- 
ance of the real situation, somebody 
goes to jail. If a public utility makes 


a false return to any kind of a tax 
commissioner, there is a lot of trou- 
ble waiting around the corner for the 
officials who signed the affidavit. 


HE Hydro-Electric Commission 

of the Province of Ontario, Can- 
ada, is an anesthetic with which many 
a socialist has lulled his audience to 
sleep. To listen to comparisons be- 
tween the bills rendered for electricity 
delivered to the fortunate residents of 
that Utopian country, Mrs. Jones, 
Mrs. Smith, or Mrs. Brown never, 
under any circumstances, has to pay 
more than a dollar and for that dol- 
lar she gets enough electricity to run 
the Ford factory. In nearly all of his 
numerous attacks on the electric light 
and power interests, Senator Norris 
refers to it, but in doing so his pre- 
sentation always ignores many perti- 
nent facts. 


ust what is the Hydro-Electric 
Commission of Ontario? 

In the first place it is a political 
hierarchy. It does all of the things 
which the advocates of government 
ownership and operation in the Unit- 
ed States would have some branch of 
our own Federal government do. It 
is a producer and wholesaler of elec- 
tricity, a banker, a merchandiser of 
electrical apparatus, a court of appeals 
on rates and service matters, an oper- 
ator of electric railroads and a farmer 
on right-of-way lands. 

It generates, transmits, and sells 
electric current to the various munici- 
palities which in turn distribute this 
current to their citizens. Bills are 
rendered monthly, and if at the end 
of the year the commission decides 
that it has not charged the munici- 
pality enough, it renders a thirteenth 
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Some Facts Revealed by a Comparative Study of 


17 Private and 17 Public Power Plants: 


(I): 


The combined costs per kilowatt hour 
for generating and distributing cur- 


rent were 2.611 cents for municipal 
plants and 2.024 cents for private 


plants. 


( 2): The average cost per kilowatt hour, 
* when all expenses except taxes were 
included, was 3.766 cents for municipal 

and 3.144 cents for private plants. 





or supplementary bill. The munici- 
pality, in turn, renders supplementary 
bills to its citizens. Unpaid bills are 
liens against the property where the 
service is used and may be collected 
in the same manner as unpaid tax 
bills—by a sale of the property. 

Large sums of money which are 
spent by the commission on engineer- 
ing work, inspections, and surveys 
come out of the Provincial treasury 
—that is out of the taxpayers—and 
are not charged against the electrical 
enterprise, as they would be in the 
case of a private corporation. Even 
a part of the salary of the chairman 
is (or was up to two or three years 
ago) paid out of this same treasury 
and is not charged against the cost 
of operation. 

Furthermore, 50 per cent of the 
capital cost of constructing transmis- 
sion lines in rural districts is paid out 
of the Provincial treasury and is not 
charged against the commission. The 
so-called “cheap service” to the farm- 
ers is really paid for in part by the 
taxpayers of the province as a whole. 
Incidentally, Senator Norris told me 


in the same interview which I have 
mentioned before that he would glad- 
ly support Federal /egislation author- 
izing the Treasury of the United 
States to pay the entire cost of carry- 
ing electricity to all of the millions of 
farmers in the United States. 

This, then, is the Hydro-Electric 
Commission, or “Hydro,” as it is 
familiarly called by its intimates. 

What does it actually do? 

Comparisons are odious, but I am 
afraid that I will have to do some 
more comparing if I am to answer my 
own question. 


N this side of the well-known in- 

ternational boundary, the North- 
ern and Western part of New York 
state is served largely by hydroelec- 
tric power. In area and physical 
make-up it is quite similar to that 
part of Ontario served by “Hydro,” 
so I am going to draw a comparison 
between the Buffalo, Niagara and 
Eastern Power Corporation, an 
American company which draws its 
power from the same source, yet ac- 
tually sells electric power at a lower 
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cost per kilowatt hour to its custom- 
ers than does “Hydro” and its mu- 
nicipal distributing agents, and the 
commission. As a matter of fact (I 
am now quoting Paul S. Clapp, man- 
aging director of the National Elec- 
tric Light Association) companies in 
the Buffalo, Niagara and Eastern 
groups receive, after allowing for 
taxes, 6.4 mills per kilowatt hour, 
whereas the Ontario Hydro Commis- 
sion receives 9.5 mills. 

In other words, the American com- 
panies deliver their energy to the us- 
ers of electricity of all classes at a 
price, taxes considered, 334 per cent 
under that of the publicly owned and 
operated company across the border. 
























URELY there must be something 
wrong about this. We have been 
told so often that if our electric utili- 
ties were only publicly owned like 
those of our Canadian neighbor, con- 
sumers would save hundreds of mil- 
lions of dollars a year in their elec- 
tric light and power bills that it is 
difficult to believe there is not an atom 
of truth in the statement. Even Sena- 
tor Norris has told us that the utili- 
ties in this country, in addition to 
making a fair profit, actually make 
an excess profit of between 750 mil- 
lion and a billion dollars a year at the 
expense of the American consumer. 
This is palpably untrue, and the facts 
are so easily obtainable that one won- 
ders how any public man could be so 
willing to destroy the integrity of 
everything he says by making such a 
statement. In 1929, a banner year, 
the total “profits” of all the electric 
power utilities in the country amount- 
ed to 835 million dollars, which makes 
750 million to a billion dollars “ex- 
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cess profits” a bit difficult to conceive. 
A fourth or fifth grade schoolboy 
would know better. 


Br eagy to other comparisons 
within our own borders, the 
Senator’s Florence Wagon Works 
electric bill story has become one of 
the classics in public utility literature. 
As they say about Fred Van Am- 
burgh’s famous lecture “How to 
Fail,” the “older it grows the better 
it goes,” and it will bear repeating 
here if only to put the lid on the ex- 
ample of the kind of irresponsible 
statements he makes, cited in the fore- 
going paragraph. 

It seems that in Florence, Alabama, 
a thriving little town with 12,000 
population, there is a prosperous con- 
cern known as the Florence Wagon 
Works. 

Sometime after the first of Septem- 
ber, 1929, this concern paid an elec- 
tric bill for the month of August 
amounting to $322. At least, I as- 
sume they paid it—we have Senator 
Norris as authority for the statement 
that they received it. 

This seemed like a lot of money 
to the senior Senator from Ne- 
braska and he spent considerable time 
and, presumably, some government- 
franked envelopes in searching for 
data to show that the Florence Wagon 
Works had been gyped or were in the 
process of being gyped. 

He found, for example, that the 
municipally owned plants in Seattle, 
Washington (population 400,000) 
and Springfield, Illinois (population 
60,000) would have furnished the 
same amount of electricity for less 
money. 

What the Senator took care not to 
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or on motion picture censorship; how can they be expected 


q “STATES cannot agree on uniform divorce or traffic laws 


to get together on the operation of such an intricate and 
highly technical business as the generation and distribu- 
tion of electric light and power?” 


find out is the fact that the mu- 
nicipally owned plants in cities of 
about the same size as Florence, such 
as Dothan, Alabama; Henderson, 
Kentucky; or Greenville, Texas; all 
would have charged the Florence 
Wagon Works much more and that 
the works are fortunate in being sit- 
uated in Florence, Alabama, where 
electricity is furnished by a privately 
owned and operated company. 

Where the communities are ap- 
proximately the same size and the 
operating conditions are similar, the 
rates of municipally owned plants will 
almost invariably be found to be 
higher than the rates of private com- 
panies when proper comparisons are 
made. 


i Bes Senator has the same difficul- 
ty as the one which is encoun- 
tered by so many radical reformers 
who would turn our whole economic 
structure and political and social 
philosophy upside down; they just 
cannot understand that other folks be- 
sides themselves are able to think, and 
that no one with any intelligence 
would accept a comparison between a 
town of 12,000 and a city of 400,000, 
as establishing an economic truth. It 
is just about as sensible as comparing 
the price of a single apple sold at re- 
tail in a New York fruit store with 
the average price of apples bought in 
carload lots on the tree. I have 
bought for 25 cents from a farmer a 


e 


bushel of apples which would cost me 
5 cents each in any large city. That 
does not prove that the retail fruit 
vendor is a highway robber and a 
racketeer. 


I NCLUDED in the evidence offered by 
the socialists to prove that the 
municipal plant can give lower rates 
is the statement that this is possible 
because of lower capital charges and 
because it is immune from taxation. 
Dr. E. E. Lincoln of Harvard Uni- 
versity, in a study of 17 public and 17 
private electric utilities, presents some 
rather interesting facts that make this 
statement seem almost like an irri- 
descent dream produced by the dis- 
tillate of the juice of the poppy. He 
found: 

(1) The combined costs per kilo- 
watt hour for manufacturing and dis- 
tributing current were 2.611 cents for 
municipal plants and 2.024 cents for 
private plants: 

(2) The municipal plants delivered 
62,409 kilowatt hours per employee in 
one year, while the private plants de- 
livered 82,008 kilowatt hours per em- 
ployee: 

(3) The loss of current in its dis- 
tribution was 31 per cent greater in 
the municipal than in the private 
plants: 

(4) The cost per ton of coal was 
7.5 per cent greater in the municipal 
plants than in the private plants and 
the consumption of coal was 17 per 
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cent greater per kilowatt hour for 
municipal plants : 

(5) The average cost per kilowatt 
hour when all expenses, except taxes, 
were included, was 3.766 cents for 
municipal and 3.144 cents for the pri- 
vate plants. 


O NE could go on almost indefinite- 
ly presenting facts, figures, and 
the experiences of innumerable com- 
munities proving, beyond question, to 
any person of average intelligence 
that the municipally owned plants in 
the United States do not, and cannot, 
render the same quality of service as 
the privately owned systems, and do 
not, and cannot render service as 
cheaply. 

One can hardly help but admire the 
socialists for the unique manner in 
which they use data for comparisons 
when no comparisons exist. They are 
bravely whistling in the dark, hoping 
against hope that there will be some 
ebb to the tide of antimunicipal own- 
ership which is setting in so strongly. 

Perhaps we may leave the whole 
subject with the statement of Lord 
Rothermere, who did not believe that 
the material welfare of the American 
nation can be ascribed solely to its 


rich supplies of raw materials and 
natural resources, but did believe that 
a more effective cause “is the intelli- 
gent and energetic way in which these 
are exploited.” He said: 
“Standardization, simplicity, and cheap- 

ness are the benefits that directly accrue 
from the large scale electrical administra- 
tion of the United States. In Great Britain, 
on the contrary, our totally inadequate 
production of power is carried on under 
a petty and parochial system of method- 
less muddle. Instead of one great power 
pool flooding an area with cheap electricity, 
there will be found in England dozens of 
concerns, municipal and private, peddling 
limited quantities under conditions inade- 
quate, costly, and complicated.” 

Methodless muddle. It sums up, in 
two words, the situation in which the 
production of electric light and power 
in the United States would be floun- 
dering if forced into the uncharted, 
dismal swamp of municipal owner- 
ship. 

We are sensible folks. Occasional- 
ly we have bad dreams, but when we 
are fully awake the strong light of 
day soon dispels them and the high- 
powered illuminant of solid economic 
facts, combined with bitter experi- 
ence, is rapidly dispelling any dream 
we may have had that with municipal 
ownership of public service we would 


all be living in Utopia. 


THE next article of this series—published in the September 17th num- 
ber of Pusiirc Urimities FortnicHtty—will tell of the “Three 
Water Witches’ about whom the contentions over government owner- 
ship of power projects have been raging, Boulder Dam, Muscle Shoals, 
and the St. Lawrence, and the political broth that they are brewing. 








What About the Public Service 
Corporations’ Stockholders? 


How is the Man-on-the-Street, who has saved up his earnings and invested them 
in utility securities, regarding the political attacks upon the principles of private 


ownership? What, if anything, is he planning to do about them? 


These questions 


will be answered in the coming number of this magazine by Hersert Corey, who 
will tell how several thousand security owners have organized, and how they are 
proposing to use their influence in the protection of their property and to keep a 
proper check upon both the radical agitators and upon the corporations themselves. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


GeorceE Bernarp SHAW 
British socialist and wit. 


Tuomas J. WALSH 
United States Senator from 
Montana. 


Frep W. SARGENT 
President, the Chicago and North 
Western Railway. 


Wii1am H. Hopce 
Vice president, Byllesby Engineer- 
ing and Management 
Corporation, 


Lanopon Post 
Democratic member, New York 
legislature. 


Jack SHUTTLEWORTH 
Editor of “Judge.” 


H. I. Pxiuirs 
Wit and commentator. 


F. P. ApAms 
Newspaper columnist. 


T. J. Smirx 
Editor, “So the People 
May Know.” 


— MONTAIGNE 


“After having observed communism on the spot (in 
Russia), there isn’t a chance left for capitalism.” 


> 


“Every effort has been made to stigmatize those who 
have dared to oppose the power interests.” 


* 


“If Congress can use the taxpayers’ money to manu- 
facture fertilizer, certainly it can make farm machinery.” 


* 


“No leader in the electric power business advocates 
trying to muzzle the voice of the socialist.” 


a 


“A debate on whether or not 7 cents a kilowatt hour 
is exorbitant for electricity in the home will not fill 
a seat.” 


- 


“And you never see wooden Indians in front of cigar 
stores any more. They’re all in railroad information 
bureaus now.” 


* 


“Henry L. Doherty, power gas magnate, has bought 
an interest in a Kansas City newspaper. He will tell 
’em watts watt.” 


> 


“Silver lining: You don’t have to wait at grade cross- 
ings, as you did in the summer of 1929, for a freight 
train 178 cars long to pass.” 


¥ 


e 


“We are about convinced that these so-called big men 
of the utility industry are the biggest cowards the Al- 
mighty ever let walk in shoe leather.” 
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Henry A. SCANDRETT 
President, Chicago, Milwaukee, 
St. Paul and Pacific Rail- 
road Co. 


Martin J. INsuLL 
President, Middle West 
Utilities Company. 


S. Burton HeatH 
Secretary, St. Lawrence Power 
Development Commission. 


Irvinc M. TuTEuR 
President, Public Utilities Adver- 
tising Association. 


Major GeneraAt T. Q. ASHBURN 
Chairman of the board, Inland 
Waterways Corporation. 


THEODORE DREISER 
Novelist. 


Tuomas F. Woopiock 
Financial writer. 


R. E. McDonNELL 
Engineering consultant. 


Paut S. CLapp 
Managing director, National 
Electric Light Association. 


“T can think of nothing that would longer postpone 
the return of prosperity conditions in this country than 
a breakdown of rail service.” 


> 


“Power changed the decentralized industry of 1731 
into a centralized industry by 1831. In 1931 power ap- 
pears to be changing industry back into a decentralized 
structure.” 


* 


“The development of hydroelectric power on the St. 
Lawrence is not a thing of tomorrow, or of next month, 
or even of next year. It will be surprising if anything 
is done in a decade.” 


¥ 


“T see no particular advantage at all for the individual 
utility to sit back complacently and let the political 
orator raise the devil with them, usually with his own 
selfish political advancement in mind.” 


> 


“T have never been able to understand why the rail- 
roads should be so bitter about waterways, as water 
transportation is the only competing form which brings 
to them more revenue than it takes from them.” 


* 


“Utility publicity men were almost universally suc- 
cessful in getting the newspapers, which received 
$28,000,000 worth of utility advertising, to print thou- 
sands of articles commending utility corporations.” 


> 


“The simple inescapable truth is that we cannot en- 
dure to see public utility enterprises pay what looks like 
a large profit to their owners, no matter how cheap 
and efficient may be the service which they supply.” 


* 


“Tf it were not for the municipal plants showing the 
public how cheaply electricity could be produced and 
distributed, many of the cities under private ownership 
would still be paying a charge ten times the cost of 
production.” 


* 


“To say that the National Electric Light Association 
is the ‘power trust’ is just as sensible as to say, for 
example, that the National Grange is the ‘farm trust’, 
the American Bar Association the ‘law trust’, or the 


American Medical Association the ‘medical trust’. 
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SOME UNSTABILIZING ASPECTS OF A UNIQUE 


New Commission Law 


The popular demand for stringent regulation of 
the utilities in Oregon has been recently crystal- 
lized into legislation that was designed to be liberal 
to the point of being radical—but which, in effect, 


is reactionary. 


For example: 


By HENRY C. SPURR 


HE effect of the new Oregon 
| egotativ act governing the 

regulation of public utilities will 
be watched with interest. 

This new act crystallizes into law, 
temporarily at least, some of the ideas 
of the critics of public utility regula- 
tion. These ideas differ somewhat 
from those of the fathers of regula- 
tion, the so-called “liberals” of a quar- 
ter of a century ago. The present 
generation of critics is, of course, not 
bound by the views of their forebears. 
It would not be like any other genera- 
tion if it were not in favor of change. 

It is the normal inclination of the 
young to find fault with the old, a 
new generation of liberals to discover 
shortcomings in the policies of their 
former leaders. This is a perfectly 
healthy condition. Progress is possi- 
ble in no other way. 

But what the younger generation 
forgets or does not yet know is that 
many of its ideas which are supposed 
to be new and better than the old are 
not new, but on the contrary, are ideas 


which have been tried and found 
wanting in the past. Long estab- 
lished customs and practices, original- 
ly, had some reason for being put into 
effect. The reason may no longer ex- 
ist, but the presumption of reasona- 
bleness is in favor of an established 
course of conduct. The burden of 
proving need for a change should be 
on those advocating it. A thing is 
not wrong merely because it is old, 
nor right simply because it is new 
and different. 


7 public utility regulatory laws 
were passed in the first instance 
to remedy certain existing evils. The 
chief purpose was to secure adequate 
service at rates that would be fair 
both to the company and to the rate- 
payers; to eliminate wasteful compe- 
tition which was considered to be bad 
for the public in the long run; to abol- 
ish discriminatory practices both as to 
rates and service; to secure uniform 
accounting practices; and to control 
security issues. 
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In spite of what the politicians say, 
most of these purposes have been well 


accomplished. This much at least can ‘ 


be said. Under the operation of the 
modern public utility laws the devel- 
opment of utility service has been un- 
paralleled. There has been practically 
no criticism of commission regulation 
except with reference to domestic 
rates and the extravagant claims of 
the critics of regulation as to the ex- 
orbitant nature of these rates has not 
been borne out in actual examination 
of the facts. The commissions have 
reduced rates in many cases resulting 
in savings of millions of dollars to 
the consumers in the aggregate, but in 
the main existing rates were not 
shown to be “‘extortionate,’’ measured 
on the actual cost of the service, and 
in most instances very low measured 
by the value of the service to the con- 
sumer. 

When, therefore, demands are 
made for radical changes in these 
laws, the proposals should be exam- 
ined with great care. Let us consider 
this new Oregon law, with this in 
mind. 


tig of the provisions of the act 
relates to the removal of the sin- 
gle public utility commissioner who is 
now charged with the enforcement of 
the law. It reads as follows: 


“The governor may at any time remove 
the commissioner of public utilities for 
any cause deemed by him sufficient. Be- 
fore such removal he shall give such com- 
missioner a copy of the charges against 
him, and shall fix a time when he can be 
heard in his own defense, which shall not 
be less than ten days thereafter, and such 
hearing shall be open to the public. If he 
shall be removed, the governor shall file 
in the office of the secretary of state a com- 
plete statement of all charges made against 
such commissioner and his findings there- 
on with a record of the proceedings. Such 
power of removal shall be absolute and 
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there shall be no right of review of the 
same in any court whatsoever.” 

The difference between this pro- 
vision and that of other public utility 
laws is in the statement of the cause 
for removal. The Oregon law pro- 
vides that the commissioner may be 
removed by the governor for any 
cause deemed by him sufficient. This 
is further than any other state has 
gone in giving the power of removal 
to anyone. 

The California law, for example, 
provides that the legislature by a two- 
thirds vote of all members elected to 
each house may remove any one or 
more of the commissioners from office 
for dereliction of duty, or corruption, 
or incompetency. 

In Connecticut the causes of re- 
moval are as follows: “Misconduct, 
material neglect of duty, incompe- 
tency in the conduct of his office, or 
active participation in political man- 
agement or campaigns.” The re- 
moval can be made only after judg- 
ment of the superior court rendered 
upon a written complaint of the at- 
torney general. 

In Georgia the governor may sus- 
pend a commissioner from office, but 
he must report the suspension and his 
reasons for it to the next general as- 
sembly, and then if a majority of 
each branch of the general assembly 
declares that the commissioner shall 
be removed from office, his term of 
office expires. 

Most of the states provide that the 
causes of removal of a commissioner 
shall be dereliction of duty, or cor- 
ruption, or incompetency. Gross im- 
morality is among the reasons speci- 
fied in one of the states. Several of 
the states like Oregon provide that the 
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be final, thus cutting off any appeal 
to the courts. 


poe of the states, as pointed out, 
seems to have gone so far as 
Oregon in providing that the removal 
shall be for any cause deemed suffi- 
cient by the governor. If that were 


’ all there were to the Oregon commis- 


sion, it would seem that the governor 
would have power to remove the com- 
missioners arbitrarily, just as the 
head of a business corporation could 
remove an employee without telling 
why. This would make the enforce- 
ment of the law wholly an executive 
matter and would place the responsi- 
bility for any failure squarely up to 
the governor. 

The provision, however, that a copy 
of the charges against the commis- 
sioner shall be furnished to him and 
that he shall have an opportunity to 
be heard implies that the removal by 
the governor cannot be arbitrary. 
There apparently must be some valid 
reason for it. However, this proviso 
would appear to be a very slender bar- 
rier against removal. The provision 
undoubtedly puts the governor in a 
dominating position with reference to 
the enforcement of the regulatory 
law, and makes the position of the 
commissioner very insecure. It tends 
to put the law under political control, 
and the utility business into politics, 
one of the evils which the fathers of 
regulation sought to avoid in the en- 
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judgment of the removing power shall 





actment of public service regulatory 
laws. 


HE idea that the public service 
commission should represent the 
ratepayers, one of the parties to con- 
troversies before the commission, 
which is a favorite proposal of the 
rising generation of critics against 
public service regulation, is carried 
out in the Oregon law. 
Section 61-107 of the statute pro- 
vides, among other things: 

“In addition to the powers and duties 
now or hereafter transferred to or vested 
in the commissioner, it shall be his duty 
to represent the patrons, users of the serv- 
ice, and consumers of the product of any 
public utility, and the public generally in 
all controversies respecting rates, charges, 
valuations, service, and all matters of 
which he has jurisdiction, and in respect 
thereof it shall be his duty to make use 
of the jurisdiction and powers of his office 
to protect said patrons, users, and consum- 
ers, and the public generally from unjust 
and unreasonable exactions and practices 
and to obtain for’them adequate service at 
fair and reasonable rates.” 

A commissions, of course, are 

expected to protect the consum- 
ers from unjust and unreasonable 
exactions and practices and to obtain 
for them adequate service at fair and 
reasonable rates. They are, however, 
also supposed to protect the utility 
companies from unreasonable de- 
mands on the part of ratepayers. 
There are plenty of cases which show 
that the ratepayers can be just as un- 
reasonable as the utility companies in 
the matter of rates and service, and, 
therefore, that the utilities need pro- 
tection if they are to be fairly treated. 


removed by the governor for any cause deemed by him 


q “The Oregon law provides that the commissioner may be 


sufficient. 


This is further than any other state has gone 


in giving the power of removal to anyone.” 
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In other states, under laws which 
have been enforced for a quarter of a 
century, the commissioners are ex- 
pected to determine rates and service 
cases on a basis which shall be fair to 
the ratepayers and to the company. 
Any other basis would be short- 
sighted. It would be as bad for con- 
sumers in the long run as wasteful 
competition would be. 

In buying a house or in swapping 
horses, a single transaction, the par- 
ties may advantageously to them- 
selves drive as hard a bargain as 
possible, but the same thing is not 
true where the operation is continu- 
ous, as is the furnishing of utility 
service. The compensation for a 
service must be fair or it will not go 
on very long. 

This provision of the Oregon law, 
if it is anything more than politics, 
means that the commission shall no 
longer act in a judicial way in deter- 
mining disputes between ratepayers 
and public service corporations; in 
other words, that it shall cease to be 
fair and determine the question whol- 
ly from the standpoint of the rate- 
payers. It is as if a law were to 
provide that the decision of a lawsuit 
shall be left to the attorney of the 
plaintiff. The attorney for the plain- 
tiff might be a very fair, broad- 
minded man, but almost everybody 
would regard such a law so unfair as 
not to be considered. Most persons 
are, indeed, good enough sportsmen 
not to want to act as judges of their 
own cases; nor would their con- 
sciences be entirely at ease if their 
cases were decided by their attorneys. 


HE weakest of all the criticisms 
against public service regulation 
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is that the commissions have shown 
too much disposition to be judicial, or 
in other words to be fair. To the 
honor of the fathers of regulation it 
can be said that this was not their 
attitude. 

One of the purposes of the estab- 
lishment of the public utility laws 
was to put rate making on a basis 
that would be just both to the cor- 
porations and to the ratepayers and to 
eliminate arbitrary and often political 
action of legislatures in fixing rates, 
The idea was that the commissions 
would ascertain the facts and decide 
the cases on a fair, nonpartisan, non- 
biased basis. This practice has been 
carried out for years by the commis- 
sions. It has not at all times been 
satisfactory to political leaders and to 
ratepayer partisans, nor has it been at 
all times satisfactory to the corpora- 
tions, but the effort to be fair has been 
worth while, and it has undoubtedly 
accelerated the flow of capital into the 
utility field for the development of 
utility business. It is probably the 
greatest contribution that the modern 
policy of regulation has made to the 
public welfare. 

Nothing is to be gained by making 
the commissions ratepayer partisans, 
and forcing them to decide cases on a 
nonjudicial basis. The utility com- 
panies are entitled to fair treatment 
somewhere; if they cannot get it be- 
fore a commission, they will be com- 
pelled to go to the courts. This would 
only add to expense and delay in set- 
tlement of controversies. It is not 
likely that anyone will ever suggest 
that the courts, in such controversies, 
shall act in a nonjudicial manner, at 
least as long as we continue to believe 
in the fundamental principles of our 
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A Reversion to Early Discriminatory Practices Which 
the State Commissions Have Stopped 


66 HE tendency of the municipalities to 
make discriminatory contracts has al- 


ways been very pronounced. When the mod- 
ern public service commissions came into 
action, they found these municipal contracts 
honeycombed with discriminatory provisions , 
and the elimination of these has been one of 




















the contributions of state public service regu- 
lation to the general welfare. The new Oregon . 
law would seem to permit the municipalities 
to return to these old practices which at one 


time aroused so much criticism.” 





government. Their aim is justice. 


NE of the most advanced posi- 
tions reached by the new Ore- 

gon law relates to the investigation of 
rates and service and to notice of such 


investigation. The full provision is 
as follows: 
Section 61-254. “Whenever the com- 


missioner shall believe that any rate or 
charge, or schedule of rates or charges, 
may be unreasonable or unjustly discrim- 
inatory, or that any service is unsafe or 
inadequate, or is not afforded, or that an 
investigation of any matter relating to any 
public utility should be for any reason 
made, the commissioner may on his own 
motion summarily investigate any such 
matter with or without notice. If after 
making such investigation he becomes sat- 
isfied that sufficient grounds exist to war- 
rant a hearing being ordered upon any 
such matter, he shall furnish such public 
utility interested a statement notifying it 
of the matters under investigation, which 
statement shall be accompanied by a notice 
fixing the time and place for hearing upon 
such matters. Notice may likewise be 
given to other rties interested which 
shall be given at least ten days in advance 
of any hearing. Thereafter proceedings 
shall be had and conducted in reference 
to the matters investigated in like manner 
as though complaint had been filed with 
the commissioner relative thereto, and the 
same order or orders may be made in 
reference thereto as if such investigation 


had been made on complaint; provided that 
the commissioner may in his discretion 
after he has made any such investigation 
on his motion but without notice or hear- 
ing as above specified, make such findings 
and orders as he deems justified or re- 
quired by the results of any such investi- 
gation, which findings and orders shall have 
the same legal force and effect as any 
other finding or order of the commis- 
sioner.” 


No other legislature has ever ven- 
tured to write into its public service 
law a provision like this. It is one 
which ought to be satisfactory to the 
most advanced critic of the existing 
policy of regulating public utility 
companies. No need for long-drawn 
out litigated cases here. If any time 
is consumed by hearing the utilities’ 
side of the case, it is the fault of the 


commissioner appointed and removed 
at the pleasure of the governor. 


It is true the commissioner may, if 
he wishes, grant the utilities a hear- 
ing, but it is apparently not compul- 
sory. It seems that the commissioner 
may in his discretion without notice 


make such findings and orders as he 
deems justified or required which are 
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to have the same legal force and ef- 
fect as if they had been made upon 
a hearing. 

This provision would seem to be 
about as lawful as would one author- 
izing a district attorney to investigate 
crime on his own motion with or 
without notice to the accused and to 
order his arrest and imprisonment 
with or without notice, such action 
being as effective as if the accused had 
had notice and had been put on trial 
in the regular way. 


} ie is the well established law in this 
country that a person cannot be 
deprived of his life, liberty, or his 
property without due process of law, 
which means that he cannot be con- 
demned or dispossessed without a 
hearing. This provision of the Ore- 
gon law is evidence of the fact that 
the act was probably passed in great 
haste. 


Cen new Oregon law is also de- 
signed to give the cities and 
towns of the state more extended 
power over their utilities. Among 
other things: “To fix by contract to 
prescribe by ordinance, or in any 
other lawful manner, the rates, 
charges, or tolls to be paid to, or that 
may be collected by, any public utility 
furnishing any product or service 
within the city.” These contracts are 
to be fixed for a period not longer 
than five years; but the law provides 
among other things: 


“A copy of such proposed contract, ordi- 
nance, or other municipal law or resolu- 


tion, as the case may be, shall be filed with © 


the commissioner of public utilities before 
the same may be lawfully signed or en- 
acted, as the case may be, and the com- 
missioner shall thereafter have ninety days 
within which to examine into the terms 
thereof. If the commissioner is of the 
opinion that in any respect the provisions 
of the proposed contract, ordinance, or 


other municipal law or resolution, are not 
in the public interest, it shall be his duty 
to file, in writing, with the clerk or other 
officer who has the custody of the files and 
records of said city and town, his reasons 
therefor. If such objections are filed with- 
in said period of ninety days, no such pro- 
posed contract, ordinance, or other mu- 
nicipal law or regulation shall be valid or 
go into effect until the same shall have 
been submitted to or ratified by the vote 
of the qualified electors of said city or 
town.” 

This provision gives to cities and 
towns or their qualified electors abso- 
lute power of regulation over their 
utilities, for they may not only fix by 
contract, but prescribe by ordinance 
the rates which shall be charged and 
the service which shall be rendered. 
The public service commissioner has 
only a qualified veto power. He may 
consider that the contract or ordi- 
nance is not in the public interest. If 
so, he files in the proper office his rea- 
sons for that opinion. If, however, 
the contract or ordinance is submitted 
and ratified by the vote of the quali- 
fied electors of the city or town, the 
contract or ordinance goes into effect 
notwithstanding the fact that it may 
be the opinion of the commissioner 
that it is not in the public interest. 

This provision of the Oregon law 
is not a step forward. It is a turn 
about face. 


| og to the establishment of mod- 
ern public service commission 
laws, the regulation of public utilities 
for the most part was in the hands 
of the local authorities, and it was be- 
cause great abuses arose under that 
policy and because the local authori- 
ties were unable to cope with the sit- 
uation that the change in policy of 
regulation in favor of state control 
was brought about. Judge Owen of 
the Wisconsin Supreme Court in dis- 
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cussing this situation in one case said: 


“The relations existing between the re- 
spective municipality and their public utili- 
ties were most unsatisfactory. The impo- 
tency of the municipalities to deal with 
them so as to secure adequate and satisfac- 
tory service for reasonable charges was 
abundantly demonstrated. The officers of 
the municipalities lacked the training in the 
technique of the public utility business 
which was essential either to protect the 
interests of the citizens or deal justly with 
the public utility company. Whether the 
relations between the municipality and the 
utility company were that of open war or 
supine acquiescence on the part of the city 
to the demands of the company mattered 
little to the consumer. Unreasonable de- 
mands made by the city as a result of a 
lack of information concerning the public 
utility business were as fruitless of just 
results as meek submission to the ultima- 
tums of the utility. The situation resulted 
neither in justice to the consumer nor 
stable business conditions to the utility. 
So it was determined to take from the 
municipalities, which were not equipped to 
fix standards of service which might rea- 
sondbly be demanded under the circum- 
stances and determine reasonable rates 
therefor, the regulation and control of pub- 
lic utilities, and vest that power with the 
railroad commission, which body, through 
its staff of experts, could acquire the in- 
formation necessary to fix and enforce ap- 
propriate standards of service and just and 
reasonable rates which should adequately 
compensate the utility for the service ren- 
dered. The legislation has been welcomed 
by the public and the public utility com- 
panies alike.” 1 


HE tendency of the municipalities 
to make discriminatory contracts 
has always been very pronounced. 


1Superior Water, Light & Power Co. v. 
Superior, 174 Wis. 257, 181 N. W. 113. 
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When the modern public service com- 
missions came into action, they found 
these municipal contracts honey- 
combed with discriminatory pro- 
visions and the elimination of these 
has been one of the contributions of 
state public service regulation to the 
general welfare. 

The new Oregon law would seem 
to permit the municipalities to return 
to these old practices which at one 
time aroused so much criticism. 

Moreover, the _ situation has 
changed since the time when the local 
authorities had control over regula- 
tory matters. The utility companies 
have grown much larger. The same 
company may serve not only in one 
city, but in many cities and towns. 
If each city and town has the power 
to make rates and establish standards 
of service independent of the others, 
confusion might arise and duplication 
of regulatory effort and expense be 
caused. 


renner ago the Michigan com- 
mission called attention to the 
evils of a divided jurisdiction.* In 
this case the division was between the 
authority of the commission and the 
authority of a certain town. A cer- 
tain gas company served the city of 


2 Re Eaton Rapids, P.U.R.1922D, 94. 


“ONE provision of the Oregon law (§ 61-107), if it ts 
anything more than politics, means that the commis- 
sion shall no longer act in a judicial way in determining 
disputes between ratepayers and public service corpora- 
tions; in other words, that it shall cease to be fair, and that 
it shall determine the question wholly from the standpoint 


of the ratepayers. 


It is as if a law were to provide that 


the decision of a lawsuit shall be left to the attorney of 
the plaintiff.” 
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Charlotte and also the city of Eaton 
Rapids. The commission had juris- 
diction over Eaton Rapids but not 
over Charlotte. The commission de- 
termined that it could not intelligently 
and fairly regulate the rates for Eaton 
Rapids without a complete study of 
the whole utility. The commission 
made an order providing for a com- 
plete inventory and appraisal of the 
plant. During the investigation it 
came to the attention of the commis- 
sion that the city of Charlotte was 
also making an investigation of the 
company’s property for the purpose 
of fixing rates. After a time the com- 
mission learned that this investigation 
had been completed and rates deter- 
mined upon. The real interests of 
the two cities were so intermingled 
and interdependent that the commis- 
sion felt that another hearing should 
be had and the city of Charlotte given 
an opportunity to present the result of 
its investigation should it desire to do 
so. At the hearing which followed a 
copy of the inventory and appraisal 
for the city of Charlotte was received 
in evidence but no part in the hear- 
ing was taken by that city. The com- 
mission said: 

“Under the present laws and conditions 
the regulation of the gas company in Char- 
lotte is a question between the city coun- 
cil of Charlotte and the gas utility, while 
the commission has absolute jurisdiction 
in Eaton Rapids. The same gas plant 
serves both cities and a mere statement of 
the situation is sufficient to indicate the 
difficulties of the problem. In that con- 
nection let it be assumed that this commis- 
sion after having completely studied this 
gas utility reached the conclusion that a 
heating standard of 530 B.T.U. should be 
maintained for Eaton Rapids and that the 
commission fixed the Eaton Rapids rate on 
that basis, and ordered the gas utility to 
maintain a standard of 530 B.T.U. in Eaton 
Rapids. Now let it be assumed that the 


city council of the city of Charlotte de- 
cided that 600 B.T.U. is the proper stand- 
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ard as far as Charlotte is concerned. What 

is the gas utility to do should such a con- 

dition of affairs arise?” 

The same sort of a situation could 
arise where each city or town has 
power to regulate utility rates and 
service within its limits. 


Sf Basa idea that rates should be fixed 
by contract rather than by the 
action of a state commission is a re- 
version to a former method which, 
as stated, was found unsatisfactory. 
Contracts for continuous service can 
seldom be made flexible enough to 
provide for changing conditions. 
They are almost sure to work injus- 
tice in the long run to either one or 
the other party. It has become well 
settled in most jurisdictions that con- 
tracts with reference to service and 
rates can be changed by public service 
commissions if the commissions have 
been given power by the legislature to 
do so. Curiously enough the rules 
with respect to changing contracts by 
the state or its public service commis- 
sions were established largely on the 
demand of ratepayers who sought to 
get out from under contracts which 
turned out to be burdensome to them. 
The majority of the early cases were 
all brought to upset contracts in favor 
of the corporations. 

These facts are apparently un- 
known to the present generation of 
the critics of regulation. But the 
truth is that in the past the contract 
method of fixing rates was found to 
be very unsatisfactory. 


Ox other provision of the Ore- 
gon act stands out asnew. This 
is a provision with reference to con- 
trol over managerial contracts, and is 
of such importance that it is worthy 
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The New Law Makes One Man the Virtual Manager 
of All Utility Corporations 


se HE Oregon law substitutes for the dis- 


cretion of the management in respect 
to the services contemplated the discretion of 
the commissioner of public utilities. 
can be done in respect to contracts, it ts diffi- 
cult to see why it cannot be done in respect to 
all other matters relating to the business of 
the corporations. If so, and the power of regu- 
lation is lodged in the hands of one man as in 
Oregon, it will make him virtually the mana- 


If this 





ger of all of the corporations of the state.” 








of quotation in full. The statute 
reads as follows: 


“Before any public utility doing business 
in this state shall enter into a contract with 
another corporation, with relation to the 
construction, operation, maintenance, or 
use of the property of said public utility 
in Oregon, or the use of the property of 
the other contracting party, or any part 
thereof, or for service, advice, engineer- 
ing, financing, rentals, leasing, or for any 
construction or management charges in re- 
spect of any such property, or for the pur- 
chase of property, materials, or supplies, 
in either of the following cases: 

(a) When the public utility owns a ma- 
jority of or controls directly or indirectly 
the voting stock of the other contracting 
corporations ; or 

(b) A majority of the voting stock of 
the public utility is owned or controlled 
directly or indirectly by the other contract- 
ing party; or 

(c) A majority of the voting stock of 
the public utility and a majority of the 
voting stock of the other contracting party 
are owned or controlled directly or indi- 
rectly by a third corporation; or, 

(d) If any officer or director of any of 
the corporations specified in subdivisions 
(a), (b), and (c) of this section has any 
pecuniary interest in any such contract; 
said proposed contract shall be filed with 
and submitted to the commissioner of pub- 
lic utilities for his investigation and ap- 
proval as hereinafter provided. When an 
such proposed contract has been filed wit 
and submited to the commissioner of pub- 
lic utilities, he shall promptly examine into 
and investigate the same to determine 
whether in all its terms it is fair and rea- 
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sonable and not contrary to the public in- 
terest. If after such investigation he shall 
determine that it is fair and reasonable 
and not contrary to public interest, he shall 
so notify the public utility, whereupon the 
contract may be lawfully entered into. If 
after such investigation he shall determine 
and so find that the contract is not fair 
and reasonable in all its terms and is con- 
trary to public interest, he shall so notify 
the public utility and it shall be unlawful 
to enter into said contract unless and un- 
til said determination and finding have been 
vacated and set aside, as provided in §§ 
61-253 to 61-258, inclusive, of title LXI, 
Oregon Code 1930. 

In making such investigation the public 
utility commissioner and his accountants, 
examiners, and agents appointed by him for 
the purpose shall have and be given free 
access to all books, books of account, docu- 
ments, data, and records of the said public 
utility, as well as of the corporation with 
which it is proposing to contract, which 
the commissioner may deem material to 
said investigation, and the failure or re- 
fusal of either of the parties to the pro- 
posed contract to give to the commissioner 
and his accountants, examiners, and agents 
appointed by him for the purpose, free ac- 
cess to all such books, books of account, 
documents, data, and records, shall be 
prima facie evidence that such contract is 
unfair, unreasonable, and contrary to pub- 
lic interest, and be sufficient to justify a 
determination and finding of the commis- 
sioner to that effect, which shall have the 
same force and effect as any other determi- 
nation or order of the commissioner, and 
may only be vacated and set aside as pro- 
vided in §§ 61-253 to 61-258, title LXI, 
Oregon Code 1930.” 
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This provision of the law, of 
course, is the result of the agitation 
against the holding company regula- 
tory situation and managerial con- 
tracts. 

It will be observed that this statute 
goes to the extreme length of forbid- 
ding contracts which the public utility 
commissioner deems not to be in the 
public interest. 


SMe commissions now have the 
power to disallow such compen- 
sation for services of management 
companies as they deem to be an ex- 
cessive charge against the ratepayers, 
but they have no power to set aside 
the contracts themselves. The com- 
missions also have the power to dis- 
allow as against ratepayers what they 
deem to be extravagant salaries of 
officials allowed by the company. 
They have not the power, however, 
to declare the contracts illegal or to 
refuse to allow them to be entered 
into. They may disallow such por- 
tion of the compensation provided for 
as they deem excessive as against the 
ratepayers, but the contracts would 
stand so far as the stockholders were 
concerned. ! 

This provision of the Oregon law 
strikes not only at the discretion of 


the management with respect to serv- 
ices, but at the freedom of contract. 
The probability is that it is aimed 
at excessive provisions for compen- 
sation in contracts rather than con- 
tracts which are deemed contrary to 
general public policy. How far the 
state can go in this respect is a very 
interesting question. The courts have 
held that the states cannot become the 
managers of public utility companies 
which are owned and operated by pri- 
vate individuals. 


HE Oregon law substitutes for 

the discretion of the management 
in respect to the services contemplated 
the discretion of the commissioner of 
public utilities. If this can be done 
in respect to contracts, it is difficult 
to see why it cannot be done in re- 
spect to all other matters relating to 
the business of the corporations. If 
so and the power of regulation is 
lodged in the hands of one man as in 
Oregon, it will make him virtually the 
manager of all of the corporations of 
the state. 

The legality of this provision, as 
well as others of the Oregon law will 
probably have to be passed upon by 
the courts, when circumstances re- 
quire it. 





What the Legal Profession Is Doing to Help 
Utility Regulation 


As the next number of Pusiic Urmiries Fortnicutty will be going 
to press, the members of the American Bar Association will be pre- 
paring to assemble at their annual convention in Atlantic City, New 
Jersey, on September 15th. One of the important subdivisions of 
that distinguished body is the section of public utility law, of which 


Jupce Wiii1AM L. Ransom is chairman. 


In the coming issue of this 


magazine Jupce Ransom will tell about the activities and personnel of 
that section and its contributions to the development of utility regu- 
lation in this country. Out September 17th. 
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Why the Federal Water Power 
Act Is—and Isn’t-——Constitutional 


Word is being whispered around that maybe—just 
perhaps, mind you—the law passed by Congress to 
control the private merchandising of power on 
“navigable streams” does not rest on as secure a 
foundation as it might. Yet no one seems disposed 


to submit the question to the acid test. 


Why? 


By THOMAS McMORROW 


lumbia University Law School, 

when the many-faceted Nicholas 
Murray Butler told us that the proper 
object of our efforts was to be the de- 
velopment in us of the Legal Mind. 

That was back in 1905, a year also 
memorable for a ditty entitled “Al- 
ways Leave Them Laughing When 
You Say Goodby.” This was mere 
coincidence. 

President Butler left us, hurrying 
off to tell the would-be engineers, 
physicians, and clergymen what they 
had come to Columbia for, but he did 
not leave us laughing. He left us le- 
gal minded ; and for three years there- 
after we argued and jawed and dis- 


f REMEMBER my first day in the Co- 


puted, until the dullest of us—the stu- 
dent with whom, alas, I was best ac- 
quainted— 

“_could distinguish and divide 

“A hair twixt south and southwest side. 

’ “On either side he would dispute, 
“Confute, change hands and still con- 
fute.” 

It was incomparable mental exer- 
cise, though of a sort, certainly, least 
useful in America, where people don’t 
sit around after dinner and talk like 
intelligent beings but turn to such 
prisoner-of-war work as bridge, danc- 
ing, or backgammon. Some of my 
class are no longer legal-minded, hav- 
ing quitted the law or having become 
so familiar with it as to perceive that 
it is not more important than its use. 
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And the minds of some are still in the 
dear old strait-jacket, and these ortho- 
dox believe that our government is 
one of laws and not of men and that 
our country is ruled by the Constitu- 
tion of 1789. 


gh these inveterate lawyers, as to 
most lawyers, history is a fiction 
agreed on, and legal fictions are his- 
tory. Almost any of them would take 
the job of proving that black is white, 
and take it on a contingent fee, and 
yet they have this paralyzing respect 
for what’s down in black and white. 
They cannot fail to have observed 
that we Americans get what we want 
in the way of law, Constitution or no 
Constitution. 

We wanted to tax incomes, and the 
Supreme Court said we couldn’t do it 
because it was against the Constitu- 
tion ; but we’re doing it. 

Some of us want negroes to vote, 
and some of us don’t; the Constitu- 
tion says they can, but they vote here, 
where it suits us, and not there where 
it doesn’t, just the same. 

The Constitution says, in effect, 
that we must all stop drinking, and 
now we're all saying it. The Consti- 
tution finally falls in line. 


HE constitutionality of any law 

is a good hot weather subject, 
light and fluffy, and, this being mid- 
summer, we may properly debate the 
constitutionality of the Federal Wa- 
ter Power Act. 

Let’s agree on the decision first and 
have the argument afterwards and 
save heat; the Federal Water Power 
Act is unconstitutional, positively. 

That’s so; even if it’s a priori with 
the public utilities affected; any time 
Congress tries to make a public serv- 


ice corporation of service to the public 
it’s acting ultra vires and unconstitu- 
tionally, according to the interests, but 
sometimes they’re right. 


N°’ that we've settled the act’s 
status, what is it—the act? 

Well, it’s an attempt by Congress to 
control, allegedly in the public inter- 
est and probably so, the private mer- 
chandising of water power derived 
from navigable streams. 

Note “navigable streams.” 

When some Congressman, evident- 
ly a high-minded public servant, de- 
cided that we common people needed 
protection in the matter of the price 
of our light and power, he sought in 
the Constitution an excuse for the 
Federal government to interfere. He 
found it in § 8, which gives Congress 
the power “To regulate commerce 
with foreign nations and among the 
several states and with the Indian 
tribes.” 

That section, obviously, lets Con- 
gress rule the navigation of our 
streams. Any New Yorker wishing to 
ascend the Hudson and sell rum and 
guns to the Iroquois must see Con- 
gress first. Just as Mr. Lindenthal 
can’t build his new bridge across at 
57th street because Congress says it 
would hit the high top-gallant mast 
of passing ships. 

N* it happens that our navigable 

streams are about the only ones 
that produce power worth a dam; so 
our supposed Congressman had only 
to hook up water power with naviga- 
tion, and he did it. And the act reads 
pleasingly, if you’re not a stockholder 
in a power company, or even an off- 
cer siphoning off profits in the form 
of a bonus when they threaten to over- 
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flow and create general consternation : 
if you’re just one of us, getting a lit- 
tle bill every month, and paying it, or 
fighting the company’s black shirt 
who wants to go down and turn off 
our juice. 

But—it’s unconstitutional. 

It directs itself to the cost and price 
of the juice derived from pressing our 
streams, and what has that got to do 


with commerce with the Indian 
tribes? 
Answer: Nothing. 


tana 4 states the powers of the 
commission set up to operate the 
act. The commission is to get the 
dope on “the location, capacity, devel- 
opment, cost, and relation to markets 
of power sites.” 

The same section also requires the 
proposed licensee to file a sworn state- 
ment showing the actual and legiti- 
mate cost of construction, the price 
paid for property, and all that, so that 
the commission can find out how 
much money he’s putting into it. 

Fine! We're all in favor of hold- 
ing these clever gentlemen down to a 
living wage; but where in the Consti- 
tution does it say that we can do it? 
Look back at tight little § 8 again, and 
see if you can edge it in. 


eye 6 of the act provides that 
“Licenses under this act shall be 
issued for a period not exceeding fifty 
years.” 


e 


What'’s the fifty years for? Any li- 
censee interfering with navigation 
shouldn’t last five minutes, and, if he 
doesn’t interfere, why stop him at all? 

Ah, because. Because we want a 
new deal from him; we don’t want 
him to have a perpetuity, even if the 
Constitution lets him. We don’t want 
him to make too much money. 


Gave 7 gives preference in li- 
censes to states and municipali- 
ties. Why, the Founding Fathers 
never heard of public ownership, and 
didn’t want to hear of it! 

Section 10 says that the cost of ad- 
ministering the act shall be saddled on 
the licensee, which is all right, but 
then it goes on to say that the Federal 
government may expropriate excess 
profits. And the charges for adminis- 
tration shall be such as to avoid in- 
creasing the price to the consumers of 
power—to you and me. Price-fixing, 
and nothing else but! 

The same section prohibits agree- 
ments to limit the output of power or 
to fix prices for it by agreement 
among licensees; that would stop 
New York and Ontario from devel- 
oping the St. Lawrence power with- 
out letting the Federal government 
say how large the works should be 
and how much should be charged for 
the juice. 

There’s a usurpation of power over 
a sovereign state that would make 


tively. That's so; even if it’s A Priort with the public 


q “THE Federal Water Power Act is unconstitutional, posi- 


utilities affected; any time Congress tries to make a public 
service corporation of service to the public it’s acting 
Uxtra VireEs and unconstitutionally, according to the in- 
terests, but sometimes they're right.” 
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The Dilemma of Those Who Question the 
Constitutionality of the Power Act 


a | Tt would be difficult to get the Supreme 
Court to decide the question in the case 
of the Power Act; the law is all one way, and 
popular opinion mostly the other; and, as Mr. 
Dooley said: ‘Whether the Constitution fol- 
lows the flag or not, the Supreme Court follows 
the election returns.” And for the interested 
parties—who are not the consumers—to force 
an unpopular decision would be a first-rate 
two-million vote blunder; the nation teems 
with politicians eager to brandish the decision 


. and shout ‘Power Trust! ” 








a New Yorker of 1789 see red. 


A™ so the act goes on, only be- 
thinking itself to drag in every 
now and then the magic word “navi- 
gation” hindforemost. The power 
companies don’t like the act, and peo- 
ple with blocks of stock in their boxes 
don’t like it either. It is not that they 
object to regulation of their business. 
Oh, no, indeed! They like to tell 
somebody their business and ask him 
how much they should charge; don’t 
you? But they want to ask the right 
party; they want to ask the individual 
states. They won’t mind getting for- 
ty-eight answers, and charging forty- 
eight prices; no trouble, so long as 
they’re acting in accord with the Con- 
stitution and the spirit of ’76. 

But we're not that way. We're 
Americans first, and not New York- 
ers, West Virginians,-or South Da- 
kotans; we look to the great White 
Father in Washington. State boun- 
daries mean little to us. But it was 
not like that in the olden days—gone, 
except for the Constitution ; the states 


were some punkins then, and the 
Constitution says they are still. 

We didn’t take fire and rally to our 
states’ flags when Congress passed the 
Power Act; most of us wouldn't 
know our state’s flag on sight. The 
act was usurpation, but it was the 
usurpation of rights that we didn’t 
give a hang for. 


HAT’S why the question of the 

constitutionality of a congres- 
sional act is essentially academic and 
frivolous. It would be difficult to get 
the Supreme Court to decide the ques- 
tion in the case of the Power Act; 
the law is all one way, and popular 
opinion mostly the other; and, as Mr. 
Dooley said: “Whether the Constitu- 
tion follows the flag or not, the Su- 
preme Court follows the election re- 
turns.” And for the interested parties 
—who are not the consumers—to 
force an unpopular decision would be 
a first-rate two million vote blunder; 
the nation teems with politicians eager 
to brandish the decision and shout 
“Power Trust!” 
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B uT let’s cinch the case of the Con- 
stitution against the act while 
we're about it. 

Look at §§ 19 and 20, and say if 
they regulate commerce among the 
states, which the Constitution allows, 
or within a state, which it doesn’t. 
Section 19—of which 20 is corrobo- 
rative—says: 

“That in case of the development, trans- 

mission, or distribution or use in public 
service of power by any licensee hereunder 
or by its customer engaged in public serv- 
ice within a state which has not authorized 
and empowered a commission or other 
agency or agencies within such state to 
regulate and control the services to be ren- 
dered by such licensee or by its customer 
engaged in public service, or the rates and 
charges of payment therefor, or the amount 
or character of securities to be issued by 
any of said parties, it is agreed as a condi- 
tion of such license that jurisdiction is 
hereby conferred upon the commission—to 
exercise such regulation and control.” 

Excellent! Ifa backward state lets 
its public service corporations run 
wild, the Federal government will step 
in and see fair play—in businesses en- 
tirely within the state. Devoutly to 
be wished ; but if the government can 
do it constitutionally it can make a 
deal with Alphonse Capone and get 
the beer privilege in Chicago. No 
doubt that it would be good beer. 

Here’s § 27: 

“That nothing herein contained shall be 
construed as affecting or intending to af- 
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fect or in any way to interfere with the 
laws of the respective states relating to the 
control, appropriation, use, or distribution 
of water used in irrigation or for munici- 
pal or other uses, or any vested right ac- 
quired therein.” 

That’s an ordinary provision to 
prevent conflict of laws where two 
bodies legislate on the same subject. 
Here’s how it might read, were it 
quite frank: 

_ “This act affects the control, appropria- 
tion, use, and distribution of water used in 
irrigation and for municipal and other uses, 
but wherein it conflicts with state law, the 
state law shall govern.” 

Isn’t that what it means? And has 

it got anything to do with naviga- 
tion? 


Y= the Federal Water Power Act 
is as unconstitutional as a dollar a 
drink, but for all the public need 
care— 

“Power Act? What Power Act? 
First I heard of it. But, say, about 
these power companies, since you 
brought that up, what do you think 
of this new service charge of a dollar 
a month? There ought to be a law 
regulating those fellows. Ho, hum! 
Mix up three more rickies while I see 


if I can get a fourth at bridge. Fed- 
eral Water Power Act, hey? Well, 
here’s hoping they pass _ it,—fat 
chance!” 





The Case of the Electric Railways 


THE competition from the motor bus and the taxicab, to say nothing 
of the competition from the private motor car, has presented some 


serious problems to the street car. 


In a@ coming number of Pustic 


Urimities FortnicHtty will appear two articles of particular and 

specific interest and value to the street railway utilities; one of them 

will summarise the state commissions’ and courts’ rulings on street 
railway cases during the past twelve months. 





293 








As Seen from 


the Side-lines 





M* Henry L. Doherty is a man of 
excellent moral reputation. 
* * 

He has amassed for himself a for- 
tune estimated to be $100,000,000. He 
has developed in Cities Service Com- 
pany a billion-dollar corporation, ex- 
ceeded in magnitude only by American 
Tel and Tel, United States Steel, Stand- 
ard Oil of New Jersey, and General 


Motors. 
* * 


His company, the basic one, has 
475,000 common stockholders, and his 
subsidiaries have 1,000,000 sharehold- 
ers in all parts of the world. 

* * 

HE gives employment to an army of 
workers. His success affects the lives 
and fortunes of many. He feels, no 
doubt, that he is the steward of a vast 
estate, whose independence, success, 
and freedom from unjust attack are in- 


dispensable. 
* om 


For those reasons, if we have guessed 
the mental reactions of Mr. Doherty 
with any degree of success, he has 
bought himself a newspaper to hammer 
into submission another newspaper, the 
Kansas City Star, which, he believes, 
has been perilously unjust and unfair 
to him and his corporations and his 


stewardship. 
* 


He has gone after the Star with 
hammer and tongs. He says it is a relic 
of its past greatness, its managers liv- 
ing on the success of their capable 


predecessors. 
* 


In their campaign to prevent the sale 
of his securities in Kansas and to force 
down the price of gas, they have relied 
upon misrepresentation, actual false- 
hood and defamation, and political con- 
spiracy and domination, he says, all for 
the inferred purpose of revitalizing the 


paper’s former greatness in its com- 


munity. 
~ 


* 

HE has sued the Star for $12,000,000, 
alleging libel, not to mention the pur- 
chase of a rival newspaper to make war 
upon it. 

x * 
Mr. Doherty has his hands full. 
* * 


Urtitity corporations have rarely, if 
ever, been successful in the conduct of 
newspapers. One of them lost millions 
running the Evening Journal in New 
York while Mr. Hearst, a trained news- 
paperman, took it over and made a suc- 
cess of it almost over night. When he 
bought the paper at a fancy price, they 
chuckled to themselves; another sucker 
had come out of the West and been 
plucked by Wall Street. Yet, where 
they had failed, he converted it into an 
enormous money-maker, with a mas- 
sive influence in public affairs. 

* * 


PRIVATE corporations, especially util- 
ity ones, do not have the flair for news- 
paper work. They do not have their 
heart, eagerness and enthusiasm in it. 
To them, it is a side line, merely an- 
other investment among many. More 
important, they often regard it to be a 
medium for the exposition of their pri- 
vate views or a concealment of their 
corporate aims, at times inimical to the 
public interest and welfare. On that 
foundation, it could hardly be expected 
to achieve success. 

* * 


Tue really great newspapers of 
America which acquired a prestige en- 
abling them to exert a substantial in- 
fluence were edited by gentlemen who 
were newspapermen by training and by 
disposition and who had few, if any, 
divergent, distracting, or competing in- 
terests. 
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GreeLy, Dana, the elder Pulitzer— 
their personalities were melted into 
their periodicals. Their names were in- 
separably associated with them and 
their causes. You knew that Greely, 
or Dana, or Pulitzer was speaking. 
The public took them at their face 
value, believing they were serving no 
special interest, that they were wielding, 
usually in the public interest, an inde- 
pendent organ without ulterior pur- 
poses. 

* * 

Wuen Mr. Doherty’s Kansas City 
paper speaks it will be the voice not of 
Mr. Doherty, the trained and -expert 
newspaperman, but of Mr. Doherty, the 
trained and expert public utilities man. 

* * 

AssuME that Mr. Doherty’s news- 
paper has occasion to discuss trans- 
portation, electric illumination, fuel, or 
any related subject or commodity that 
is intertwined in the utility business or 
that is competitive to it. Its readers 
can expect that the discussion is ex- 
pert, but Mr. Doherty will find it ex- 
tremely difficult to drive it out of the 
reader’s head that Mr. Doherty’s per- 
sonal interests are not in some way in- 
volved. 

* * 

AssuME that a Presidential election 
is at hand and that one of the candi- 
dates is assailed as an agent of the so- 
called Power Trust while the other is a 
Pinchot on public regulation. How 
great and widespead an influence could 
Mr. Doherty’s newspaper be expected 
to exert? 

* * 

AssuME that the League of Nations, 
the Washington Disarmament Confer- 
ence, or the World Court, all of them 
vital to the security of the United 
States, are among the pressing issues 
on which the reader seeks information 
and editorial guidance. This reader, 
not so foolish and inept as statesmen 
would like to believe he is, might get 
it into his head that there was some 
connection between the attitude of Mr. 
Doherty’s newspaper and the 1,000,000 
stockholders of his corporations, “lo- 


29 


cated all over the world” and, there- 
fore, possibly possessing interests inim- 
ical to the United States. 

* * 

Anysopy who proceeds upon the as- 
sumption that the liberal newspaper is 
actuated by its cash drawer, financed 
with lavish receipts, is not quite bright. 


* * 

Tue liberals usually haven’t got the 
money to finance newspapers. Or, if 
they have the money, they are usually 
sensible enough business men to keep 
out of that risky, adventurous, uncer- 


tain business. 
* * 


Nor can it be presumed by anybody 
who has enough brains to cover the 
head of a pin that newspapers or news- 
papermen are accepting secret bribes 
from liberals and radicals to give ex- 
position of their philosophies or to ac- 
commodate their desires for  self- 


aggrandizement. 
* * 


Tue radicals we have known have 
enough trouble in getting bread for the 
family table and keeping two steps 
ahead of the sheriff. 

* * 

Tue radical goes into the average 
newspaper office with two strikes on 
him. Newspaper is property, and the 
average newspaperman, being as con- 
servative as any other worker, may 
have a notion that radicalism destroys 
property. The radical is without funds. 
Therefore, he is assumed in this ma- 
terialistic age to be an unsuccess. Your 
newspapermen, like most others, raises 
a disquieting question mark against 
every unsuccessful one with whom he 
comes into contact. Also, the radical is 
almost invariably expressing principles 
of public policy that are not entertained 
favorably by the advertisers. 

* * 


THE majority of the newspapers of 
the country are conservative ; a substan- 
tial proportion of them are reactionary. 
They are on the utility side. 
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What Others Think 





What May Happen If Utility Regulation 
Is Not Successful 


T was all very well for Thomas Jef- 
ferson to say that a government 
“governs best which governs least,” but 
the fact that increased national popula- 
tion imposes increased and detailed ob- 
ligations upon the government is ines- 
capable. Jefferson’s nation which gov- 
erns least is, of course, an ideal; but 
like other ideals it requires ideal con- 
ditions in which to function. Plato 
planned an ideal republic of only two 
thousand citizens. He said that more 
than four thousand would make the la- 
bor of government unwieldy. 

If the labor of government today in 
this nation of more than 120,000,000 
souls is not actually unwieldy, it has, at 
least, become vastly complicated and 
promises to become increasingly so. 
The simple government of the Ameri- 
can hamlet of a century ago will no 
longer suffice. Governor George White, 
of Ohio, recently said, “From an insti- 
tution set up to keep order and to 
administer justice, government has 
changed to a giant service corporation.” 

Nowhere has the tendency toward in- 
creased activity of the government be- 
come so obvious as in the regulation of 
industry, particularly the utility indus- 
try. Commissioner John W. Bricker, 
of the Ohio Public Utilities Commis- 
sion, describes this tendency very suc- 
cinctly as follows: 


“Business will not become simple again, 
but more complex. Government will not 
retrench, but extend. Regulation will not 
likely give way to competition, but become 
more effective or be replaced by some more 
socialistic program of control. We cannot 
close our eyes to truth and blindly worship 
the past and its policies and principles, even 
though we might desire to do so. Our duty 
is to look forward and improve the present 
and adapt our system to the ever changing 
conditions of business and as we believe 


the ever progressing industrial and social 
conditions.” 


HERE is a threat in Commissioner 

Bricker’s prediction, a threat or a 
promise depending upon whether one 
looks upon the “social control” of in- 
dustry as a blight or a blessing. No- 
tice that he says “regulation will become 
more effective or be replaced” by some 
socialistic program. The minority re- 
port of the New York commission on 
the Revision of Public Service Com- 
mission Law in 1930 openly declared 
that public utility regulation was a fail- 
ure, and that governmental operation 
ought to be encouraged “as an alterna- 
tive to regulation.” 


— then is the thought that the 
success of regulation is the last 
bulwark against governmental opera- 
tion. If that is so, the issue is placed 
squarely before the American people. 
Unless we are prepared to accept social 
control, regulation must not only be suc- 
cessful, that is to say effective, but the 
public must be aware of the fact that it 
is successful. 

In a much similar vein is a recent edi- 
torial of The Wall Street Journal: 


“On all sides we hear demands for a 
‘plan.’ The question is who is to do the 
‘planning’ and when the ‘plan’ has been 
made what are the rest of us going to do 
about it? Demand for ‘leadership’ is 
equally vocal. The question is where are 
we to look for it, and when we find it are 
we going to ‘follow’ it? Are we going to 
pin our faith to ‘social control’ as our clois- 
tered ‘progressive’ thinkers say we must ;— 
that is, put ‘economics’ into the guardian- 
ship of ‘politics’? Or are we going to put 
‘politics’ under the tutelage of ‘economics’? 
Is it to be ‘government in business’ or 
‘business in government’? .. . 

“*Planning,’ no doubt, we must have 
more of, if our civilization is not to be 
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‘simplified’ to death, but the world’s ‘poli- 
tics’ need it even more than do the world’s 
‘economics,’ and ‘politics’ is the place to 


begin the blueprinting. At all times in the © 


history of the world the oikos has been 
ahead of the polis in handling its affairs 
and the present time is no exception. When 
the world’s ‘politicians’ have succeeded in 
stopping the war it will be time enough 
for them to teach the world’s ‘economic’ 
leaders their business.” 


o return to Commissioner Bricker, 

he points out how the duties of his 
own commission have been increased 
and its jurisdiction expanded every few 
years since 1867, particularly since 1906. 
This increase of duties has been a nec- 
essary accompaniment to the progress 
of modern urban civilization, where 
gas, electric, water, telephone, and oth- 
er utility services have become almost 
as vital to the citizen as bread and but- 


ter. Commissioner Bricker looks for 
further and greater expansion of regu- 
lation. To make an increasingly com- 
plicated form of economic regulation 
succeed will become increasingly diff- 
cult, but successful it must be if we 
wish to preserve the basic capitalistic 
structure of our civilization. How not 
only to make regulation of industry in 
general and the regulation of public 
utilities in particular, effective, but also 
to make the public understand that it is 
effective, therefore, becomes a problem 
which must be solved, if further social- 
ization of business is to be prevented. 
—F. X. W. 


New ConpiTions ConFrronTinGc Pustic UTILI- 
Tres ComMIssion. By John W. Bricker. 
United States Daily. August 1, 1931. 


EpritortaL. The Wall Street Journal. Au- 
gust 4, 1931 





Prohibition of the Sale of Utility Securities 
by Executive Order 


INCE September, 1930, the move- 
ment launched by Democratic Gov- 
ernor W.odring, of Kansas, aided and 
abetted by the Kansas City Star, to 
obtain reduced rates for natural gas in 
the Sunflower state, directed principally 
against the Cities Service organization 
of Henry L. Doherty, has broken into 
the news periodically. It took a sen- 
sational turn in July, 1931, when the 
governor suddenly prohibited the sale 
of Cities Service stocks within the state. 
This is a comparatively new weapon of 
utility critics; it was apparently used 
on only one former occasion when in 
1930 the New Hampshire securities 
commission suspended certain issues of 
a utility system under attack in that 
state. 
The New Republic seems to think the 
weapon effective. It stated editorially : 


“Although the Cities Service companies 
were at once able to obtain a temporary“ 
injunction, while Mr. Doherty came rush- 
ing to the fray with a barrage of telegrams 


and libel suits (to the tune of $12,000,000 
against the Kansas City Star), it is prob- 
able that Governor Woodring’s suspension 
weapon has struck fear into the hearts of 
utility executives throughout the land. To 
suspend stock selling is a serious blow at 
the utilities, which have sold small blocks 
of stock to tremendous numbers of their 
consumers for political reasons. What has 
happened in Kansas suggests that perhaps 
these utility giants are not so impregnable 
as people have supposed.” 


} may be, as the New Republic sug- 
gests, that this new weapon will 
come in for additional use in future 
utility controversies, but until a sus- 
pension of security sales under such cir- 
cumstances has been permitted to oper- 
ate for a substantial length of time with- 
out restraint by Federal or state courts, 
it is not likely to undermine to any ap- 
preciable extent the general marketabil- 
ity of such securities. 
—M. M. 


Eprrortat. The New Republic. August 5, 


1931. 
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RITICS of public utilities particular- 

ly of the electric power industry, 
who have been broadcasting the phrase 
“power trust” for so long, have now 
added a new term of opprobrium to 
their vocabulary of epithets; it is a 
euphoneous French word, “Beauharn- 
ism.” One of Mr. Hearst’s editors has 
defined the word in a syndicated edi- 
torial published by the Hearst press. 
He says: 


“What is Beauharnism, you ask? It is 
the monster of private development of a 
great natural resource. It grabs for swol- 
len private profits all the advantages of 
cheap electric energy. Let us have no false 
sense of security. Although the develop- 
ment of St. Lawrence power has been 
turned over to five trustees, appointed by 
the governor, who can be depended upon 
to guard the people against the monster, 
vigilance is still necessary. If the people 
lapse for a moment in their support of the 
governor’s trustees, Beauharnism will get 
a hold on the 5,000,000,000 kilowatt hours 
which the state is going to produce and will 
exact a price for distributing it.” 


The “state” referred to is, of course, 
the state of New York, and the coined 
word “Beauharnism” is derived from 
the Beauharnois corporation which has 
been under investigation in the prov- 
ince of Quebec on charges of irregular- 
ity in obtaining rights to develop hydro- 
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“Beauharnism,” A New Anti-utility Shibboleth 


electric sites and of manipulating cor- 
porate finances. 

Apparently the United States has no 
monopoly on utility investigations. 


HE report of the investigating com- 

mittee to the Canadian Parliament 
was made public on July 29th. It seems 
that the province of Quebec, unlike its 
neighboring province of Ontario, has 
not seen fit to go into the business of 
hydroelectric power development, but 
rather has adopted the policy of en- 
couraging private development. Charges 
and countercharges fly so thick at Mon- 
treal that it is impossible at this time 
to give a dispassionate or truthful ac- 
count as to just what the committee’s 
findings amount to; but the debate on 
the floor of Parliament should soon 
bring to light evidence on both sides of 
the controversy—whether the Beau- 
harnois corporation actually resorted to 
undue pressure upon Canadian officials, 
or whether the “scandal” is merely a 
screen to cover a movement by govern- 
ment ownership advocates to push Que- 
bec into line with Ontario on the ques- 


tion of hydroelectric development. 
—F. X. W. 


Beware or BEAUHARNISM. Editorial; Wash- 
ington Herald. August 7, 1931. 








An Investigating Committee Reports on 
the Regulatory Situation in Alabama 


we ie latest state investigation of 
utility regulation—that in Ala- 
bama—promises to be very flattering to 
the commission and the utilities.” 

This was the frank prediction pub- 
lished in this department some weeks 
ago (see Pustic UTiLities FortTNIGHT- 
Ly, June 11, 1931) concerning the 
adoption by the Alabama legislature of 
a resolution introduced by Representa- 
tive Kelly calling for a thorough probe 
into rates, service, taxation, valuation, 


and regulation of electric utilities in 
that state. 

The recent report of the joint inves- 
tigating committee which has almost 
concluded its inquisitional labors veri- 
fies that prediction. 

This report, published on July 25th, 
is not a final report, but does purport to 
cover the “chief features” of the inves- 
tigation. First of all, it goes into the 
matter of property valuation, consider- 
ing mainly the properties of the Ala- 
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Washington (D. C.) Herald 
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bama Power Company. This problem 
is divided into two parts: 

(1) valuation for rate making and 
other regulatory purposes, and: 

(2) valuation for taxation purposes. 

As to rate-making value, the com- 
mittee found that the public service 
commission had not determined any 
definite figure since 1928, when $114,- 
000,000 was fixed as a minimum rate 
base for the Alabama Power Company. 
It found, also, that the commission, 
through a system of uniform and peri- 
odical accounting kept a fairly accurate 
check on these properties so as to be 
able at any time to form a reasonable 
opinion of the company’s current rate 
base. The report states : 

“Our investigation does clearly show 
that the commission is earnestly perform- 
ing the duties placed upon it with respect 
to such valuation for rate-making purposes, 
and that the interests of the public and the 
consumer are being protected by the com- 


mission under the law regulating utilities. 
When any utility’s claim is doubtful, 








whether it is as to an item of fair value of 
its properties or as to an item of operat- 
ing costs, the commission rejects it and 
will not accept it until the utility proves 
by good and sufficient evidence that the 
item is a proper one and the amount there- 
of is reasonable.” 


As to taxation value, the committee 
recognized that valuation for taxation 
and valuation for rate making were en- 
tirely different entities. It found that 
the assessed value of the Alabama Pow- 
er Company for 1929 was $56,055,678, 
which, while only 46.81 per cent of the 
reasonable market value of the prop- 
erties, was higher than the assessment 
for taxation on any other similar prop- 
erties in the state. 


HE committee found that the 

financial structure of the Ala- 
bama Power Company was sound as 
shown by the popularity enjoyed 
by its securities in the open market, 
and that the public service commis- 
sion had been diligent in ‘safe- 
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Lighting and_ Lighting, small Lighting, small 


Minimum or 





very small 
user 
5 kw. hr. 
Present Alabama Power Co. 
RR Ee eae *$1.00 
Municipal operations 
SN. Saledirideeotedee $2.00 
SN 5S hg en organ 1.00 
BE hc iocv care cnew mae 2.00 
Evergreen 1.00 
Fairhope 1.50 
Hartford 1.25 
LaFayette 1.00 
EERREEEE Re ater 1.00 
LGVemrme .......-% 1.50 
Opelika ....... 1.00 
Piedmont 1.00 
Sylacauga 1.00 
| See ee 2.00 





small appliances and appliances, 

appliances refrigeration refrigeration 

and range 

30 kw. hr. 105 kw. hr. 255 kw. hr. 
$2.25 $4.90 $8.58 
$2.70 $6.07 $10.12 
2.70 6.45 9.01 
4.50 7.45 9.85 
3.00 5.80 10.25 
3.51 8.64 14.61 
3.60 7.35 14.85 
3.30 7.80 9.75 
3.00 7.25 14.75 
3.50 5.25 9.47 
2.80 5.80 9.00 
3.37 7.12 9.01 
2.70 6.45 9.01 
3.68 8.45 14.48 


* Graduated initial charge for first 5 kw. hr. as low as 80 cents for small residences. 


Billing shown based on average size residence. 


A comparison of the rates charged by the Alabama Power 
Company with rates charged by Alabama Municipal plants 


guarding the investing public. 

The report also found that the Ala- 
bama Power Company had been largely 
instrumental in promoting electric serv- 
ice within the state, although due credit 
was given to small companies and mu- 
nicipalities in this difficult pioneering 
work. The report next proceeds to dis- 
cuss briefly well-known principles of 
rate making and includes the interest- 
ing comparison of Alabama Power 
Company statewide rates with rates of 
particular municipal plants operating 
in Alabama, shown above. 

Finally, the committee found that the 
utilities were honestly attempting to 
make regulation a success, that they had 
codperated courteously with the com- 


mittee in conducting the investigation, 
that the public service commission and 
state tax commission had likewise per- 
formed their duties and aided in the in- 


quiry. 


N other words, another state investi- 

gation which started off with prom- 
ises of fireworks ends up with congratu- 
lations, just as the Michigan and Cali- 
fornia investigations of former years 
terminated without bringing to light 
sufficient evidence to justify the charges 
which prompted them. 

—W. B. M. 


Report oF LEGISLATIVE INVESTIGATING Com- 
MITTEE ON Pusiic Urtiiries In ALABAMA. 
July 25, 1931. 





An Anonymous Executive Advises Utilities 
How To Administer Self-Correction 


HE August issue of Electrical 
W orld contains an anonymous but 
not fictitious interview with a power 
company executive. The general tone 
of the interview is, perhaps, expressed 
in the title, “Let Correction Come from 


Within the Industry.” For obvious 
business reasons the executive did not 
make known his identity. His state- 
ments are surprisingly frank. 

He starts off by saying that the util- 
ities are “in for it” and that the wisest 
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thing to do would be to anticipate the 
punishment by taking the medicine be- 
forehand, by voluntarily adopting all 
the remedies that will be forced upon 
the industry by less sympathetic hands 
if they wait for the storm to break. He 


says: 


“Do not get the idea that I think that 
the electric utilities are conspicuously 
guilty of high crimes and misdemeanors 
against the ideals of American liberty be- 
cause I see the hand of wrath descending 
on them. Do not get the idea either that 
I think we should not defend our industry 
vigorously against outrageously untrue 
charges of politicians or stick up valiantly 
for the things that we know dre right. 
There are probably other businesses that 
have more on their consciences than the 
utilities and that are more deserving of the 
chastening rod. But the fact is that the 
power companies are the industry that has 
been selected for correction, and no cry- 
ing out that others need it more will change 
the fact. The sins of the utilities have 
been more of omission than of commis- 
sion. The principal one has been a failure 
to recognize the customer in a commercial 
sense and in an imaginative sense.” 


HAT are the evils that might be 
corrected from within before be- 
ing exorcised from without? 

First of all, there is the necessity of 
correcting the average customer’s no- 
tion about electric service and its costs. 
That rates have gone down continuous- 
ly in the history of the industry means 
nothing to his suspicious mind except 
that, perhaps, they have not gone down 
fast enough. Voluntary rate reductions 
with full and intelligent publicity might 
help at this time. 

Next on the program is the holding 
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company. The anonymous executive 
has strong words on this subject: 


“Using office boys for local managers of 
properties is bad business. If the man in 
charge of the operation of an electric sys- 
tem is not capable of managing it, he should 
be fired, and if he is capable it is a shame 
as it concerns the man and a bad mistake 
as it concerns the holding company for 
him to be nothing more than the local 
mouthpiece for decisions made elsewhere.” 


Equally specific is his advice on pay- 
ments by subsidiaries to parent con- 
cerns. He states: 


“The prices to subsidiaries for finaacial, 
engineering, and purchasing services should 
not be more than the actual cost to the 
holding company for performing them. It 
is certainly entitled to no profit on them. 
The only profit revenue of the holding com- 
pany in equity and fairness is the dividends 
earned by its holdings of subsidiaries’ 
stocks.” 


‘ia writer goes on to describe the 
advantages accruing to the frank 
attitude of utility executives in building 
up public relations. He says that em- 
ployee morale needs overhauling and 
can never be stimulated by enforcing 
military discipline of blind obedience, 
which, he says, has never yet worked in 
business. 

Finally, utilities are advised to oblit- 
erate all vestige of the old take-it-or- 
leave-it attitude charged by many per- 
sons to have been long practiced 
towards the public. 

—J.T.C. 


Ler CorrecTION CoME FROM WITHIN THE 
— Electrical World. August 1, 





State Commissioners Selected From 
Outside of the State 


O- of the finest short critiques of 
commission regulation and regu- 
latory legal practice was contained in an 
address given by Judge William L. 
Ransom at a dinner tendered by the 
members of the Chicago Bar on the oc- 
casion of the appointment of Mr. David 


E. Lilienthal as a member of the Wis- 
consin commission. Although Judge 
Ransom’s address was given some time 
ago, the widespread demand for it has 
resulted in its recent publication in 
pamphlet form. 

Judge Ransom saw in the appoint- 
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ment of Mr. Lilienthal, of the Chicago 
Bar, to a state office in Wisconsin a 
hopeful precedent of departure from 
“political” appointments or election of 
regulatory commissioners. He said: 


“Without aspersion, I think it may fair- 
ly be said that we too often find that mem- 
bers of state commissions possess political 
qualifications, are chosen for political rea- 
sons, and shape or bend official acts ac- 
cording to supposed political exigencies. 
Some of the chief faults still found, at 
times, in the system of state regulation are 
commonly attributed to the ascendancy of 
political ambitions and the submergence of 

expert qualifications and experience, on the 
part of those entrusted with these vast 
powers. . 

“While I would raise no proscription 
against politicians as such, it seems to me 
that there may be advantage in including 
also in the membership of some of these 
commissions gentlemen who have not 
emerged from political travail within the 
state and are not secretly or openly plan- 
ning to run for elective office within the 
state, but are swayed by a genuine devo- 
tion to the public interest and a whole- 
souled determination to discharge the du- 
ties diligently and competently and with- 
out fear or favor. The discharge of judi- 
cial, fact-finding duties can hardly be sub- 
jected to numerical majorities. The expert 
and impartial ascertainment of facts as 
they are is the necessary foundation for 
any efficient discharge of commission du- 
ties, and the commissions must be organ- 
ized to fulfil that function independently, 
indefatigably, and honestly. Concerning 
the positions of vast and remarkable pow- 
ers and responsibilities which are opening 
up in the administration of this branch of 


our law, we may recall the observation of 
Madam Necker, mother of Madam de- 
Stael, that 

“ ‘Remarkable places are like the summits 
- rocks; eagles and reptiles only can get 
t ere. x” 


_ Ransom “liked the idea” that 
the youngest man ever appointed to 
the Wisconsin commission should be a 
resident of another state. He felt that 
public utility regulation needs “career 
men”—young men of ability, training, 
and character who will devote their 
lives to administration of the relation- 
ship of government to public utility 
service—rather than men who have lit- 
tle interest in the office except as a stop- 
gap or stepping stone to a higher polit- 
ical status. “Career men” are tradi- 
tional in our diplomatic service; why 
not in utility regulation where expert 
knowledge and first-hand experience 
are just as essential? The answer 
would appear to be obvious. 

In his tribute to Commissioner Lil- 
ienthal as a lawyer devoted to the ideals 
of his high calling, Judge Ransom ap- 
pealed to his brethren of the bar to hold 
the standards of professional ethics in 
the field of regulations—standards 
which are being tugged downward at 
times by political bias. 

—F. X. W. 


By William L. 


REGULATION. 
March 20, 


REALISM IN 
Address, Chicago, 


Ransom. 
1931. 





Will the Reduced Cost of Money Result in 
Reduction in the Return Allowed Utilities? 


REVAILING interest rates are excep- 
tionally low, so low in fact that 
some utilities that have outstanding 
bond issues bearing 6 per cent interest 
are retiring them with funds raised 
from new bond issues bearing as low as 
4 per cent interest. This is sound 
finance and good business as all busi- 
ness men would concede. 
But what about the effect on rate 
regulation ? 


O« of the factors frequently taken 
into consideration by regulatory 
commissions in fixing the rate of return 
allowable to utilities in rate controver- 


sies is the current cost of money. The 
theory of this procedure is that a utility 
ought to be allowed sufficient earnings 
to obtain new capital to finance addi- 
tional construction when necessary. 
But if capital can be obtained for 4 
per cent interest, why, say ratepayers, 
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should not rates previously based on 
the 6 per cent money cost now be con- 
sidered too high? 

The Chicago Daily News discussed 
this point in a recent editorial as fol- 


lows: 


“Reduction of their burden of interest 
over a long period of years is good for 
the utilities, good for the investors in their 
preferred and common stocks and good for 
the consuming public—provided the savings 
effected by the refunding are shared with 
the utilities customers. But customer par- 
ticipation in the benefits of refunding may 
be somewhat delayed. Perhaps, in some 
cases, the state public utility commissions 
will need to use pressure in bringing about 
the desired participation. 

“In any event consumers as a class are 
awaiting with pleasurable emotions reduc- 
tions in utility rates as one of the natural 
and proper consequences of the extremely 
favorable refinancing in which the utilities 
are engaged.” 


HE weekly telephone journal Tele- 
phony has frequently given rea- 

sons why telephone rates at least should 
not be reduced to keep step with falling 
interest rates on utility securities. 


While these reasons, however, are un- 
derstood by most state commissions, the 
editors of Telephony fear that they are 
not at all appreciated by the average 
subscriber and that the telephone in- 
dustry is suffering from the political 
agitation along this line against electric 
utilities. The editorial quotes Mr. A. 
R. MacKinnon of the Kansas Telephone 
Association as follows: 


“The telephone companies are suffering 
from this adverse political publicity and 
the talk about investigations, for their sub- 
scribers seem to be gullible and actually 
read and believe that some of this political 
talk applies to telephone companies. It 
is disheartening, after years of effort in 
building up good public relations, to have 
it all torn down over night for the personal 
benefit of some individual or group of in- 
dividuals.” 


It is obvious that the editors of Tele- 
phony fear that the telephone industry 
not under direct attack may suffer in- 
directly from the attacks on other util- 


ities. 
—F. X. W. 


Epiror1aL. Telephony. August 1, 1931. 





The Merchandising Activities of the Utilities As a 


Factor in Their 


§ Bg is probably no phase of util- 
ity regulation that requires such 
delicate treatment as the supervision of 
the utilities’ public relations. Because 
of the fact that the state commissions’ 
jurisdiction and duties in this field are 
so limited, the task usually falls to the 
utility to perfect its own public rela- 
tions. A grade A brand of regulation 
dispensed by a commission can be, and 
unfortunately has been, defeated and 
ruined by a utility’s inability to main- 
tain good will among its own patrons. 
For this reason regulation will be suc- 
cessful, to some extent at least, in 
about the same proportion that a util- 
ity corporation’s public relations are in 
good order. 

Probably the most stubborn problem 
in utility public relations in recent 


Public Relations 


months has been the controversy over 
the merchandising of appliances, cov- 
ered in a series of articles in PuBLic 
Utiitres ForTNIGHTLY early this 
year. Now it appears that the influence 
of the Electrical World has been lined 
up behind the movement for safe and 
sane merchandising policies by the pub- 
lic utilities. Through its editorial col- 
umns it sounds a note of warning 
against a danger that has grown out of 
the present business depression. It 
seems that some holding company 
managers have been looking over the 
red-ink figures on the financial state- 
ments from utility commercial depart- 
ments, without realizing that no credit 
is given therein for income for load 
value represented by appliances sold. 
Some of these managers have sent out 
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edicts to the effect that commercial de- 
partments must pay their own way in 
dollars and cents or somebody’s head 
will come off. What is the result? 
The editorial states: 


“Naturally the local sales managers are 
much perturbed. It is impossible to do a 
good general load-building job on the mar- 
gin that will come from domestic appliance 
sales alone. It is impossible to put such 
pressure on appliance sales without running 
into destructive competition with the local 
dealers and precipitating trouble. And 
why should it be attempted? 

“The purpose for which the power 
company is selling appliances is to build 
up income from residence customers and 
improve the domestic load factor. All 
the other activities of the commercial 
department—the sale of lighting, heating, 
power, signs—are purely to build load. 
Then why this demand that profits on 
sales of household appliances should carry 


also every other kind of load building? 
“This kind of thing cannot be done by 
any other business. Nor can it be done by 
the power company. It isn’t business. If 
domestic appliance sales are to pay all the 
cost of developing all types of load, then the 
merchandising operations of the average 
company will have to be trebled or quad- 
rupled. This will mean intense pressure 
in the market place and warfare between 
salesmen. And then watch out!” 


HERE are many who believe it a 

particularly poor time for utilities 
to stir up the merchandising contro- 
versy anew, in view of the recent epi- 
demic of antimerchandising bills pro- 
posed in the various state legislatures, 
two of which (in Kansas and Okla- 
homa) were enacted. 

—D. L. 


Eprrorrat. Electrical World. May 23, 1931. 





Publications Received 


ForMAL CorporATE Practice: WorKING 
MetrHops AND SysteMs. By William H. 
Crow, A.B., LL.B. Burrell-Snow, Inc., 
New York, New York. Price $10. 


GOVERNMENT IN Business. By Edward F. 
McKay. An address given before the An- 


nual Conference of the Public Utilities 
Association Secretaries at Cleveland, Ohio, 
December 1, 1930. 


“How’s Business?” By Merle Thorpe. 
Harper & Brothers, New York, New York. 
Price $2.50. 








Other Articles 


AustTrRALIA TAKES Inventory. JBarron’s; 
August 3, 1931. 
Perilously near national bankruptcy, 


Australia now has worked out a plan to 
lose her heavy interest burden by a long- 
term conversion loan. This should interest 
utility magnates in view of current charges 
that government operation of utilities has 
been responsible in large measure for Aus- 
tralia’s financial troubles. 


Busses AND Rarmroaps. Editorial. The 


Argonaut. July 18, 1931. 


Exectric Costs. By Thomas F. Woodlock. 
The Wall Street Journal. July 29, 1931. 


Gas Batitoon. Fortune; August, 1931. 


Inpustry’s New ResponsiBivities. By A. W. 

— Review of Reviews; August, 

Can the employee take care of himself? 

A discussion of industry’s obligation with 
regard to old age pensions. 


Worth Reading 


Is tHe Freight Rate INCREASE JUSTIFIED? 
Editorial. Forbes. August 1, 1931. 


Pree Lines ror Mosut Om. By Charles H. 
— Review of Reviews; August, 
Effects of the French Mandate in Syria. 
An article of interest to pipe-line carriers. 


Power Companies Awair AUTUMN TRADE 
Rise. By William Russell White. Forbes. 
August 1, 1931. 


PreswweNt Hoover’s Recorp: Hoover AND 
Power. By Amos Pinchot. The Nation; 
August 12, 1931. 


Pusiic UTILirms AND MERCHANDISING OpP- 
PoRTUNITIES. By J. A. Martz. Class and 
Industrial Marketing. July, 1931. 


Rate Bases. By Thomas F. Woodlock. 
The Wall Street Journal; July 24, 1931. 


Raw Rate Prea. By Thomas F. Woodlock. 
The Wall Street p Boe August 4, 1931. 
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The March of Events 





Power Commission Investigates 
Control and Financing 
of Utilities 


HE Federal Power Commission has en- 

tered upon a new phase of its investiga- 
tion of the electric power industry, which will 
deal with related holding companies, financ- 
ing, and securities. A questionnaire has been 
mailed to the licensees of the commission and 
holding companies with which they are relat- 
ed asking for a full accounting on these sub- 
jects. The Chicago Tribune states: 

“Previously the investigation had been in- 
dicated in a less sweeping form. Using a 
hitherto unexercised power, the commission 
will seek to clear the relations of companies 
not only within the electric industry but with 
other lines of business. It will seek to deter- 
mine the economic relation of fuel-produced 
power to the hydroelectric energy which 
alone, and in limited fashion, comes under 
government supervision. 

“Other studies, as yet unannounced, are in 
prospect. The new questionnaires demand a 
full accounting of the securities of every elec- 
tric utility concern connected with a company 
holding Federal license on a water power 
plant. They are to develop what issues carry 
voting power and in what individuals or cor- 
porations large voting power is vested. The 
terms of all agreements for management, su- 
pervision, or service between licensed and un- 
licensed companies must be shown. The links 
each company has with other concerns 
through overlapping directorates and execu- 
tives must be shown. 

“At the same time the operating companies 
are asked to submit a list of all hydro or 
steam plants they operate which are not Fed- 
erally licensed. They must submit the names 


e 


of the biggest commercial customers of their 
licensed plants, together with the gross reve- 
nue from these nonutility purchasers. Fif- 
teen pages of questions are submitted, and the 
requests for information are arranged so as 
to trace intercorporate relationship even in 
cases where absolute control is not shown.” 


- 


How Shall Government Enforce 
Recapture Provision 
against Carrier 


HE Federal government has been faced 
by the interesting question, what remedy 
is open to compel a carrier to pay the gov- 
ernment recapturable excess income found 
to be due by the Interstate Commerce Com- 
mission after a final valuation of a carrier’s 
property? This question arose when the 
Richmond, Fredericksburg & Potomac Rail- 
road failed to comply with a commission or- 
der that it pay the government the sum of 
$696,705 for excess income remaining unpaid 
for the recapture years 1922 and 1923. The 
company had already paid $194,491, which 
was its own computation of excess income. 
The question was put up to United States 
Comptroller General McCarl, and he in- 
formed the railroad that all earnings for the 
transportation services performed for the 
government including mai’ passenger, and 
freight transportation, hereafter accruing, 
would be withheld for application against the 
indebtedness until a sufficient amount had 
been accumulated, or until other satisfactory 
arrangements had been made to take care of 
the indebtedness. This means that the gov- 
ernment, instead of suing the carrier for the 
amount, may offset against it payments which 
would be due to the carrier for service. 


California 


Phone Rate Reduction in Los 
Angeles Is Demanded 


Canes of the city attorney’s office, the 
county board of supervisors, and the 
chamber of commerce in a new fight for re- 
duced telephone rates in Los Angeles, accord- 
ing to the Los Angeles Herald, has been 


sought by a committee of lawyers, members 
of the Los Angeles Lawyers’ Club. 

A communication has been forwarded to 
the Southern California Telephone Company 
demanding a reduction and declaring that 
present schedules are “grossly excessive.” 
Unless voluntary reductions are made, the 
state railroad commission will be asked to or- 
der lower rates, and, if necessary, the matter 
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will be carried to the courts, says the Herald. 

The Lawyers’ Club in its communication 
states that it is of the opinion that world- 
wide depression in business, despite drastic 
price reductions in commodities, reflecting 
tremendous reduction in buying power and 


e 


depreciation of property values, has so in- 
creased the purchasing power of the present 
dollar that rates procured by the telephone 
company during peak years of prosperity are 
now, under present economic conditions, un- 
justified and grossly excessive. 


Connecticut 


Private Fire Protection Charges 
Claim Public Interest 


HE fire prevention committee of the New 

Haven Chamber of Commerce, says the 
New Haven Journal-Courier, has sent out let- 
ters of inquiry to manufacturers and business 
houses in an effort to find out if a proposed 
increase in water rates by the New Haven 
Water Company will add additional cost to 
industrial and business houses for fire pro- 
tection. Under the new schedules, the utility 
will charge an annual rental for water serv- 
ice for the protection of property owners. 
This paper continues: 

“This affects the stand pipes, so called, that 
most manufacturing and business buildings 
are equipped with. In the past there has been 
no charge made for this service but in the 
new schedule the water company provides 


for a schedule of rates to be charged accord- 
ing to the size of the standpipes. The rates 
vary for pipes of different sizes, from one 
inch up. The common size of pipe used here 
is 6 inches in diameter and the rate proposed 
by the company for this is $30 a quarter or 
$120 a year. 

“The fire prevention committee has been 
asked by some of the members of the cham- 
ber to inquire as to the probable cost of fire 
protection with a service charge made by the 
water company for the standpipes and also 
to sound out sentiment. 

“The chamber, it is understood, is not to 
make any campaign against the water rates 
but it is merely asking the members to post 
themselves on this important matter in con- 
nection with the cost of fire protection. Sec- 
retary Ferguson says there has been no pro- 
test raised yet against the rates by manu- 
facturers using the standpipes.” 
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Georgia 
rates and then to favor a hike in water rates 
to retire deficits illegally made.’ 

“He cited opinions of several ‘of our most 
able attorneys’ in support of a contention that 
a ‘raise in the water rates to retire the deficit 


Inconsistency Seen in Water 
Rate Raise 


A by the Atlanta council to in- 
crease water rates of the municipal plant 
while at the same time it is opposing an in- 
crease in gas rates by the Atlanta Gas Light 
Company is termed inconsistent by Council- 
man John A. White, who, according to the 
Atlanta C, onstitution, has declared his inten- 
tion to request the council to rescind its ac- 
tion in asking acquiescence of the assembly 
in permitting council to fix water prices. 
Quoting from the Constitution: 

“White will call on all members of the 
council who opposed the water rate measure 
to join him ‘in an effort to prevent council 
from creating an inconsistent spectacle of it- 
self by fighting a proposed increase in gas 


of any department is illegal,’ saying he would 
take the fight to the floor of council on that 
premise also. 

“*Courts have ruled repeatedly that parks, 
the waterworks, and other branches of the 
borough government are not operated for 
profit, but if we are to force the water de- 
partment to carry deficits of any department, 
even for schools, then it will be operated for 
a profit,’ White contended. 

“*There is no excuse for a water raise. All 
we have to do is to cut down to fit our in- 
come, and that can be done without hurting 
the service which the people of Atlanta have 
a right to expect.’” 
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Illinois 


New Telephone Ordinance in 
Chicago Becomes Law 


ayor A. J. Cermak has signed the new 

telephone ordinance. This insured the 
city the payment of $4,260,000 in compensa- 
tion from the company for the use of the 
streets, which had been held up pending the 
granting of a new franchise. The company, 
according to the Chicago American, owed the 
city a total of $4,600,000, but had a counter- 
claim of $340,000. 


¥ 


Chemical Treatment of Water 
Made Basis of Rate Request 


HE Kankakee Water Company is seek- 
ing an increase in its rates because of 
the cost of chemicals used for softening wa- 
ter since recent improvement of the plant. 
This cost is said to be $1,500 a month, and 
the utility officials assert that they have no 
means of recovery except a rate increase. 
Negotiations have been under way with the 
city for the sale of the property. The city, 
according to the Kankakee Republic News, 
has offered one million dollars, while the com- 
pany has made a counter offer to sell for two 
million dollars. The city, it is said, has hoped 
to base its price on the historic value of the 
property. Twenty years ago, we are told, the 
plant was offered for sale at $200,000. Since 
that time improvements estimated at $450,000 
have been made. The termination of these 
two figures, together with an allowance for 
increased business, was taken by the city as 
the basis for the price. 


5 
Pipe Line Finished, Natural Gas 
Rates Are at Issue 


HE Continental Construction Corporation 
has announced that its workmen have 
welded together the last link of its new pipe 


line which will carry natural gas from Ama- 
rillo, Texas, to Chicago. The gas will be 
sold to downstate cities and in Chicago will 
be mixed with the coke oven gas now sup- 
plied the city’s consumers by the Peoples Gas, 
Light and Coke Company, according to the 
Chicago Daily Tribune. 

The commission has been considering pro- 
posed rate schedules for the new gas. At- 
torneys for the Panhandle Pipe Line Com- 
pany at a hearing on August 5th agreed to 
furnish to representatives of downstate IlIli- 
nois cities copies of contracts and other data 
to be used in determining whether gas rates 
offered by the utilities are justifiable. Quot- 
ing from the Tribune: 

“The commerce commission recently took 
under advisement the petition of the local 
company to mix its gas and in September is 
to hold rate hearings. Yesterday’s proceed- 
ings before the commission did not concern 
Chicago. 

“The hearing was on a petition of the H- 
linois Natural Gas Association which asked 
that the Panhandle Company and its subsid- 
iaries produce all available information to 
justify a rate schedule previously submitted. 
The schedule would fix at 40 cents per 1,000 
cubic feet the cost of natural gas in quanti- 
ties less than 100,000 cubic feet a month, and 
at 18 cents for more than 100,000 cubic feet. 

“Charles H. Dickman, corporation counsel 
for Peoria, who with City Attorney Hugh J. 
Dobbs of Springfield represented the gas as- 
sociation, said that under the proposed rates 
Illinois cities would obtain no economic ad- 
vantage from natural gas, while its use would 
interfere with coal mining and railroad in- 
dustries of the state. 

“John T. Chadwell, the Panhandle counsel, 
promised to furnish copies of contracts and 
other construction facts to the city officials, 
but declared that the information on main- 
tenance and operation costs, which also was 
asked for, was contained in the rate schedule. 

“The hearing was continued until Septem- 
ber 22nd at Springfield. Prior to that time 
the representatives of the cities will deter- 
mine whether the information given them is 
sufficient.” 


Indiana 


Natural Gas Competition in 
Indianapolis Opposed 


Tz introduction of natural gas into In- 
dianapolis by the Manufacturers’ Natural 
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Gas Association, Incorporated, which is seek- 
ing the right to supply the fuel for industrial 
purposes, would result in destructive competi- 
tion with heavy loss to the public, it is as- 
serted in a protest filed with the commission 
by the Citizens Gas Company, according ta 








a report in the United States Daily. 

Objections are also made by counsel for 
the city, which is endeavoring to acquire the 
plant of the Citizens Gas Company and plans 
to operate it as a municipal enterprise. The 
city takes the position that if natural gas is 
available in the city, it should be used solely 
through the medium of the plant, mains, and 
property of the Citizens Gas Company. Oth- 
erwise the local utility will necessarily be ex- 
posed to destructive compétition, whether 
such natural gas is furnished to all or to any 
part of the gas-consuming public desiring 
natural gas, it is asserted. 


¥ 


Combined Rate for Electricity 
Is Announced 


FO gern ecggie electric rate for light con- 
sumers who likewise use electric cur- 
rent for an electric refrigerator or for cook- 
ing is now available, according to an an- 
nouncement by Ira B. Hamilton, manager of 
the Hoosier Public Utility Company. This 
rate will be optional for domestic users. The 
Greensburg News says: 
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“A similar rate will be available to every 
property of the Central Public Service Com- 
pany in the southeastern Indiana district. 
Such a rate has been in force in Batesville 
for several months and has proved highly 
satisfactory to electric customers, Mr. Ham- 
ilton stated. The new rate was designed to 
make electric service cheaper, especially to 
homes desiring to use a large consumption 
for lighting, ironing, and _ refrigeration. 
Through the new plan the installation of two 
meters is eliminated. 

“The scale of rates under the optional com- 
bination domestic plan follows: 

“First 30 kilowatts per month, 10 cents per 
kilowatt hour. 

“Second 70 kilowatts per month, 5 cents per 
kilowatt hour. 

“All over 100 kilowatts per month, 3 cents 
per kilowatt hour. 

“The minimum monthly rate is $3.50 net. 
Under the combination rate all quotations 
are net, Mr. Hamilton stated. In many cases 
the new rate will effect a saving for consum- 
ers, he added. In other instances where a 
small amount of current for lights is used, 
the present rate scale, which is still offered, 
will prove more economical. Employees of 
the company can figure the cheaper plan for 
the consumer to adopt.” 
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Kansas 


Court Attack Is Made on Prohi- 
bition against Merchandising 


ou to prevent enforcement of the law 
enacted by the 1931 legislature to prohibit 
merchandising by public utilities have been 
filed in the Shawnee county district court, 
following the arrest of L. L. Roesle, sales 
manager for the Capital Gas and Electric 
Company, on a charge of selling an appliance 
in violation of the act, says the United States 
Daily, which adds: 

“The sales manager was released on a writ 
of habeas corpus and separate actions were 
instituted in behalf of the Union Pacific 
Service Company and nine others in the dis- 
trict court in Topeka. 

“The court is asked to enter a declaratory 
judgment holding the new law, Chap. 238, 
Session Laws of 1931, unconstitutional and 
void. It is further requested that pending 
final decision the attorney general and county 
attorneys be enjoined from interfering with 


the ‘orderly handling of business’ by the 
plaintiff companies. 

“Tt is alleged by the companies that the law 
is uncertain and ambiguous in defining the 
acts which it attempts to prohibit; that the 
effort to deprive the plaintiffs of property 
rights without due process of law is in vio- 
lation of the Federal and state Constitutions; 
that the act constitutes unreasonable and ar- 
bitrary exercise of police powers, si ince the 
statute is not in the interest of public morals, 
safety, health, or welfare; that the subject 
matter of the act is not clearly expressed in 
its title; that the act undertakes to prevent 
the misuse of merchandising by public utili- 
ties by prohibiting proper and lawful use of 
merchandising in connection with such busi- 
ness; that the act contains more than one 
subject; that it vests in public service com- 
mission powers and duties not clearly inii- 
cated in the title of the act; that the law im- 
pairs the obligation of contracts in violation 
of Clause 1, § 10, Article 1 of the Constitu- 
tion of the United States.” 
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Maine 


More Power and Money for 
Commission Are Sought 


NNOUNCEMENT has been made by Repre- 
A sentative Harold C. Perham that a move 
will be made at the next session of the legis- 
lature to give the public utilities commission 
complete authority to investigate electric rates 
and the financial structure of power compa- 
nies and other utilities, says the Portland 
News. An appropriation will also be asked 
for the commission sufficiently large to hire 
experts thoroughly trained to cope with those 
of the utility companies in rate investiga- 
tions. : 


Under existing laws, it is said, the only 
funds which are available for rate investiga- 
tion must be taken from an office expense ap- 
propriation of little more than $18,000. The 
News adds: 

“In the case of the Kittery rate investiga- 
tion the commission was able by reducing ex- 
penses in other directions to make a partial 
investigation of its own. But when the case 
was appealed to the Federal court, by the 
New Hampshire Gas and Electric Company, 
it was necessary to have further financial 
backing from the governor and council, which 
probably would not have been forthcoming 
had it not been that the authority of a decree 
of a state commission was challenged.” 


& 


Massachusetts 


Customers Plan Appeal to Gov- 
ernor on Commission Ruling 


T= commission recently denied an appli- 
cation of customers of the New Bedford 
Gas and Edison Light Company for a reduc- 
tion in electric rates because the industrial 
situation in New Bedford was such that the 
company’s revenue from its electric business 
had fallen off and in addition local taxes had 
been increased. The rates were said to be not 
only lower than the rates in all communities 
similarly circumstanced, but, in fact, were al- 
most as low for the average domestic con- 
sumer as the rates in Worcester, which were 
said to be the lowest prescribed in the com- 
monwealth. 

The action of the commission, however, did 
not please the customers who were organized 
against the utility and, according to the news- 
papers, an appeal was to be made to Governor 
Ely to force action by the commission to give 
small consumers a reduction in their bills 
for electric current. 


H. N. Sundin, head of the customers’ com- 
mittee, is quoted as saying that the commis- 
sion had not considered operating expenses 
left mainly in the control of the management, 
and that the commission had overlooked pro- 
motion contracts, construction contracts, serv- 
ice contracts, interbuying and selling con- 
Sots, material purchasing contracts, and the 
ike 

On the question of taxes he asserted that 
the power companies “pay no taxes what- 
ever;” that they are merely tax gatherers, 
adding the taxes to their cost of operation 
and passing them out to the consumer to pay 
on his light and power bills. He maintained 
that the amount of taxes was so small that 
it is almost completely lost in the bills. The 
taxes, he said, amount to 24 mills to 2 of a 
mill a kilowatt hour. 

The latest reported move of the customers’ 
committee was a plan to join forces with the 
Public Franchise League and other groups to 
campaign for the popular election of members 
of the commission and the ousting of the 
present commission. 
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Minnesota 


City Attorney Disapproves Op- 
position to Commission Order 


PPROVAL of the Tri-State Telephone Com- 
pany sale by the commission coincident 
with a rate reduction started a flurry 
among city officials, who asserted that they 
had not had an opportunity to oppose the or- 
der. Members of the commission were quot- 


ed as stating that the best terms possible had 
been obtained for the public but that they 
were not averse to hearing arguments for a 
rehearing. Now City Attorney L. L. Ander- 
son, of St. Paul, has advised the city council 
that it would be useless to request a hearing 
on the question of the transfer of the Tri- 
State Company’s stocks to the Northwestern 
Telephone Company. 

The city attorney, according to the St. Paul 
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News, has advised the council that the city 
on its own behalf as a user can at any time 
file a complaint against rates, but that it 
would be necessary to have a complete valu- 
ation of the property made. He points out 
that if the commission is able to obtain suffi- 
cient money to complete its valuation, the city 
can participate in the hearing. He said, rela- 
tive to that portion of the state’s order ap- 
proving purchase of the Tri-State Company’s 
stock by the Northwestern Bell Telephone 
Company, that the city attorney’s office, at 
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the time of the hearing last December, was 
not instructed by the council to take any ac- 
tion. 

Mr. Anderson said that the order now in 
question, and at which the council had aimed 
a resolution, is an order made in the merger 
proceeding, and has no connection with the 
proceeding which involved rates. He said it 
was unquestioned that the city is not a party 
within the meaning of the law to the pro- 
ceedings in which this order was made and, 
consequently, cannot appeal from the order. 


@ 
Nebraska 


Pipe Line Tax Is under Attack 
in Court 


TTORNEY General C. A. Sorensen has ap- 

pealed to the state supreme court from 
the action of the board of taxation and equal- 
ization in reducing the assessment of natural 
gas pipe lines by 17 per cent, says the United 
States Daily. The attorney general’s protest 
to the board was overruled and he immedi- 
ately announced that he would take the mat- 
ter to the court. 

Mr. Sorensen asserts that the board has no 
legal power to deduct 17 per cent from the 
average assessed values as returned by 23 
counties making the valuation approximately 
54 per cent of the actual market value and 
depriving the state and counties of “many 
thousands of dollars.” The United States 
Daily says: 

“He asserted that the board took this ac- 
tion because there had been a decrease of 
about 17 per cent in the returns of personal 
property in the state, and that there had been 
a depreciation in the cost of construction of 
pipe lines in 1931, but declared that there was 
no evidence before the board upon which it 
could base such findings of fact. 

“The attorney general also announced the 
receipt of figures compiled by T. J. Sullivan, 
Gage county assessor, giving comparative as- 
sessments for Nebraska and other states. 
These figures, he stated, show that in Colo- 
rado a 22-inch pipe line is assessed at $18,500, 
compared with an assessment in Nebraska of 
* $9,620 for a 20-inch line. Oklahoma assesses 


an 18-inch line at $17,300, compared with 
$8,537 for the same size in Nebraska. Kansas 
values a 12-inch line at $7,000, compared with 
$5,318 in Nebraska, and Wyoming assesses 
one type of 12-inch line at $8,200, and another 
at $10,666, while that size in Nebraska is as- 
sessed at $5,318.” 


¥ 
Suspension of Bus Law 
Pending Referendum 


HE district court of Lancaster my has 

been asked by Attorney General C. A. 
Sorensen to enter a declaratory judgment de- 
termining the rights of the attorney general, 
county attorneys, secretary of the department 
of public works, and owners and operators of 
busses and trucks under the provisions of a 
recent law regulating motor carriers. He 
seeks to determine whether the law is sus- 
pended by the filing of a referendum petition, 
which was filed on July 30th. A vote on the 
question cannot be obtained until the general 
election in November, 1932, and a delay until 
that time is deemed objectionable. 

A petition by the attorney general declares 
that the Constitution provides that appropria- 
tion bills and bills for “preservation of public 
peace, health, or safety” cannot be suspended 
pending a referendum vote. He filed a ballot 
title describing the act as one containing 
“public safety measures,” and for an increase 
in certain fees for registration of busses and 
trucks and for reduction in the registration 
of farm and ranch trucks. 


e 
New Hampshire 


Utilities Ask Rehearing in “Af- 
filiated Interests” Case 


TS New Hampshire Gas and Electric 
Company and the Derry Electric Com- 
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pany, subsidiaries of the New England Gas 
and Electric System, have asked for a rehear- 
ing in the investigation by the commission in- 
to the affairs of the companies and their re- 
lationships with “affiliated interests.” 

The commission started its investigation 
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about a year ago and recently handed down 

an order requiring the companies to show 

cause on or before September 10th why a 

number of orders should not go into effect. 

Quoting from the Concord Daily Monitor and 
New Hampshire Patriot: 

“The companies, in their motion for re- 
hearing, represented that ‘the plants and 
equipment used in supplying the public with 
electricity although subject to public use, are 
private property; that the obligation of these 
companies to the public is to provide adequate 
service at reasonable rates; that the right and 

. power to manage, operate, and control the 
plants, equipment, and other property, except 
as affected by this obligation, are reserved to 
the companies and their stockholders; that 
the investigation has largely been directed to 
matters outside the regulatory jurisdiction of 
the commission; that the order entered here- 
in exceeds the powers and authority con- 
ferred upon the commission; that the order 
restrains and impairs the liberty of action 
and the right to use and enjoy property and 
franchises guaranteed under the laws and the 
Constitution of New Hampshire and the Con- 
stitution of the United States; that said order 
unreasonably interferes with and restrains 
the companies in the management, operation, 
and control of their properties and fran- 
chises and that said order in other respects 
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violates the legal rights of the companies. 
The motion for rehearing specifically al- 
leges to be unlawful findings that financial 
obligations created by the open account meth- 
od, unless approved by the commission, con- 
stitute a violation of the law; a paragraph of 
the order prohibiting the borrowing of money 
by the open account method to such extent 
and under such terms as may be approved by 
the commission; a paragraph permitting the 
payment of interest on any sums owed under 
the open account until the commission de- 
termines what terms are consistent with the 
public good; a finding that the J. G. White 
Management Corporation is managing and in 
fact operating a plant or equipment, and is a 
public utility; a ruling that because the com- 
mission has never found the management 
contract to be for the public good, the con- 
tract is void until provisions of the law have 
been satisfied; a paragraph forbidding pay- 
ments to the J. G. White Management Com- 
pany until the contract has been found to 
be for the public good; a paragraph prohibit- 
ing the present practice of selling appliances 
for and on behalf of the Associated Appli- 
ance Corporation; rulings that the attempted 
transfer of property to the New Hampshire 
Gas and Electric Company is void; and other 
paragraphs relating to the relationships and 
transactions of the various companies. 
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New 


“Wired Music” Wants to Use 
Telephone Facilities 


Ww Music, a New York organization, 
has applied to the New York commis- 
sion for a ruling as to whether the New York 
Telephone Company shall be required to lease 
lines for transmitting audio frequency cur- 
rent which can be converted into music in 
the home, we read in Telephony. 

The plan of this organization is to have a 
central studio from which vocal and musical 
programs are to be sent over the wire lines 
to homes. The telephone company objected 
to being placed in the “wire vending busi- 
ness.” E. W. Beattie, attorney for the tele- 
phone company, is quoted as saying that the 
leased wires of the company are part of its 
spare facilities, in no sense telephone service, 
and not within the company’s profession or 
undertaking. Therefore, he declared, they are 
not within the jurisdiction of the commission. 
He said that although the company had not 
refused wire service to any radio company, 
the company could not enter a system, the 
possible magnitude of which might impair 
telephone service. 
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In reply to a question by Commissioner Van 
Namee as to whether the company was not 
discriminating against the music organiza- 
tion, Arthur D. Welch, assistant vice-presi- 
dent of the telephone company, said that there 
was no discrimination as to who used the 
wires but as to the purpose for which they 
might be used. He stated that the company 
now furnished two hundred wires to the ra- 
dio companies but did not see any possibility 
of an increased wire service, while the music 
company would require possibly thousands of 
wires eventually. the music company 
should fail, then the telephone company 
would be left with useless plant and line 
equipment. 

. 


Rate Reduction Is Demanded of 
Westchester Electric Utility 


HE Westchester County Commuters’ As- 
sociation with a membership of more 
than 5,000 persons has started a fight inst 
the electric rates of the Westchester Tight- 
ing Company. Communities served by the 
utility have been taking steps to press an in- 











vestigation before the public service commis- 
sion. 

Mayor Frederick C. McLaughlin of White 
Plains, however, is quoted in the White 
Plains Daily Reporter, as stating that he 
would not pass judgment on the move but 
would prefer to assume that the industrial 
leaders of the county are primarily inter- 
ested in the general interest of the public 
as the leaders of the communities. He 
said that if the move will be of material 
advantage to the residents of the county 
he is for it, but that if he were to enter 
into the matter, he would prefer to assume 
that the lighting company has a reason for 
the rates now in effect. He declared that in 
all public utility investigations, the sources 
of information from which both the defend- 
ants and the plaintiffs get their figures are 
so varied that it is difficult for any one to 
say offhand that either side is entirely right. 

He asserted that cities and villages should 
not contribute to funds to oppose public util- 
ity operation. But he endorsed the action of 
the common council in placing an item in the 
1932 budget for the specific purpose of con- 
tributing it to the fund being raised by the 
Westchester County Commuters Association. 
The council, according to the Daily Reporter, 
took this action in order to find out how the 
majority of taxpayers in the city feel about 
contributing city funds to a public utility 
proposition. An appropriation of $5,000 was 
made by the New Rochelle Board of Esti- 
mate and Apportionment to start the fight 
for lower rates. 
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Commission Studies Cost of Nat- 
ural Gas Transmission 


UBLIC service engineers and accountants, 

according to the Brooklyn Eagle, are at- 
tempting to determine whether natural gas 
can be piped into the New York city area 
from upstate New York and Pennsylvania 
wells economically. They are studying con- 
struction and operation costs of the 900-mile 
pipe line that carries gas to the Texas Pan- 
handle to Denver. 


PUBLIC UTILITIES FORTNIGHTLY 





The Eagle states that to pipe natural gas 
into Brooklyn is entirely practical, according 
to public service commission experts, and 
their interest is to find whether or not it is 
economical. This paper informs us concern- 
ing the natural gas situation: 

“Utility company reports to the commission 
put the cost of manufactured gas at 30 cents 
for each 1,000 cubic feet at the plant. Dis- 
tribution, service and management expenses 
are additional. 

“The latter would be the same whether 
natural or manufactured gas is used, accord- 
ing to commission experts, making the ques- 
tion solely whether natural gas could be 
brought to Brooklyn cheaper than the cost 
of manufacturing. Si 

“With few exceptions, cities using natural 
gas have rates far below those using the 
manufactured product, commission records 
show. Most of them are close to natural gas 
fields. 

“The cost of manufactured gas in Brook- 
lyn from the Brooklyn Union Company’s 
plants is $1.38 for the first 1,000 cubic feet 
under the new rates that go into effect Au- 
gust 15th. This compares with the following 
rates in natural gas-using cities. 

“Buffalo, 70 cents; Batavia, $1.55; Dun- 
kirk, 60 cents; Fredonia, 60 cents; Hornell, 
75 cents; Jamestown, 75 cents; Olean, 74 
cents; Stafford, 80 cents. 

“Brooklyn’s new rate compares favorably 
with that in Denver, where the natural gas 
is piped 900 miles. The Denver rate is $1.80 
for the first 1,000 cubic feet. The Denver 
industrial rate is much lower than Brooklyn’s, 
however, the charge being only 50 cents for 
each 1,000 feet over 10,000 

“Serious consideration never has been giv- 
en the project by the Brooklyn Union Gas 
Company because of the cost of laying the 
necessary pipe lines and the uncertainty of 
the source of supply, it was stated at the 
company’s offices. 

“The extent and capacity of the nearby 
Pennsylvania and New York fields never has 
been definitely determined, it was explained. 
The company was loath to initiate such a 
project, only to have the wells peter out, 
it was said.” 


e 
North Carolina 


Commission Will Test Quality 
of Gas 


HE corporation commission, as the first 

survey to be undertaken by the commis- 
sion under the 1931 Public a. Regulatory 
Act, has employed Professor E. E. 


Randolph, 


312 


head of the chemistry department at State 
College, to test the quality of commercial gas 
sold by all the gas companies doing business 
in the state, according to an announcement 
by R. O. Self, chief clerk of the corporation 
commission. 

The commission recently directed all power 
companies to furnish copies of contracts with 
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holding and management companies showing 
fees paid for engineering and supervision. It 
is stated that a full investigation will be 


made of rate structure and financial setups 
of all electric and gas companies doing busi- 
ness in the state. 


Oklahoma 


Commission Investigates Natural 
Gas Companies 


HE corporation commission, according to 

Chairman Paul A. Walker, has under way 
detailed audits of books and appraisals of 
properties of the Oklahoma Natural Gas Cor- 
poration and the Lone Star Gas Company of 
Texas. A hearing in the Lone Star case has 
been set for September 14th. Complaints 
have been filed with the commission against 
this company and its subsidiary, the Com- 
munity Natural Gas Company, by a number 
of cities. 

Governor Murray, in the case of the Okla- 
homa Natural, had directed the filing of 
ouster suits, but a compromise settlement was 
reached whereby the company temporarily re- 


duced its rates to a maximum of 50 cents 
per 1,000 cubic feet, which rate is to remain 
in effect until the commission completes its 
investigation of property values and rates, 
holds a hearing, and prescribes a new perma- 
nent rate order. The United States Daily 
says: 

“If the company does not agree with the 
new prescribed rate schedule, it may take the 
case into the Federal courts for final de- 
cision, according to the agreement reached 
when rates temporarily were reduced. 

“Information especially sought by the cor- 
poration commission for the Lone Sear hear- 
ing includes original cost of the properties, 
the claimed appraisal cost of the properties, 
and the costs, charges, services, and profits 
of all other associated, parent, related, and 
connected companies.” 


e 


Oregon 


Attorney General Rules on Ap- 
plications for Power Project 


TrORNEY General I. H. Van Winkle, in a 
recent opinion, has ruled that the Ore- 
gon Law of 1931 reserving to cities the ex- 
clusive right to unappropriated waters for 
future development of hydroelectric projects 
applies to applications filed before the enact- 


ment of the law as well as to those filed 
thereafter. 

He also rules that the provisions of the 
law allow a period of ten years within which 
an applicant municipal corporation may file 
its application with the Federal Power Com- 
mission where such application to the state 
engineer was filed previous to the date when 
the new water power law of Oregon became 
effective. 


Texas 


Equalization of Gas Rates 
Is Sought 


Co action of every incorporated 
city and town in Texas toward equaliza- 
tion of natural gas rates will be sought by 
the Texas League of Municipalities, said 
Harvey W. Draper, executive secretary, as 
reported in the Houston Post Dispatch. He 
said that the city attorneys’ association would 
codperate with the league in seeking to have 
the railroad commission make a survey of 
production and delivery costs with the view 
of seeking state legislation empowering mu- 


nicipal regulation of the utilities locally. The 
commission was to be asked to arrange a 
survey on which an average basis for deliv- 
ery of pipe line gas can be made by the 
public officials. 

Attorney General James V. Allred has also 
announced that he is engaged in making a 
survey of gas rates, including production and 
transportatior. costs, and that he will take 
appropriate action in the courts, if necessary, 
when the survey is completed, to prevent 
discrimination between the cities and towns 
of Texas, as well as between Texas and 
other states, and to effect a general scaling 
down of utility charges. 
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The Latest Utility Rulings 





Connecticut Cabs Reduce Fares to Make More Money 


ype weeks ago the Connecticut 
commission blazed a new trail in 
the field of regulation when it embarked 
upon a strenuous campaign of taxicab 
fare regulation in the principal cities 
of that state. The commission abol- 
ished all flat rates, required the use of 
meters, and eliminated cut-throat com- 
petition and rate wars by fixing a rate 
for each city which was at once both 
a maximum and a minimum fare. The 
fare so fixed was, of course, an experi- 
mental fare and recent developments 
indicate a curious fact that taxicab 
operators can make more money by cut- 
ting fares than they can by increasing 
them. Prior to this order of the com- 
mission, which became effective March 
15, 1931, the Yellow cab, operating in 
Hartford at 40 cents for the first mile 
and 25 cents for each additional mile, 
received an average revenue per mile 
operated of 21.17 cents, as against 
operating expenses per mile of 24.31 
cents, or a net loss of 3.14 cents per 
mile operated. Since March 15th, 
operating at a rate of 25 cents for the 
first mile and 20 cents for each addi- 
tional mile, the company has taken in 


14.32 cents per mile, and paid out in 
costs 16.11 per mile, which, although a 
slight improvement, still leaves a small 
loss per mile of 1.79 cents. 

The City Cab Service, Inc., operat- 
ing in the same city had a similar ex- 
perience except that under the new rate 
it managed to make a slight profit of 
12.03 cents per mile. Both of these 
companies, operating over 80 per cent 
of all taxicabs in Hartford, have re- 
cently applied for a still further reduc- 
tion in hope that the business might 
actually be made profitable. The com- 
mission ruled that although the evi- 
dence adduced did not warrant it in 
changing the experimental rate pre- 
viously fixed, it would grant the desire 
of the operators for the remainder of 
the experimental period, and rates were 
accordingly fixed for the city of Hart- 
ford at 20 cents for the first two-fifths 
mile and 5 cents for each additional 
one-fifth mile. The commission said 
that any rate fixed during a period of 
experimentation in the taxicab indus- 
try ought to be made both a maximum 
and a minimum rate. Re Taxicab Rates 
in Hartford (Conn.) Docket No. 5646. 


Petitions for an Electric Rate Cut in Massachusetts 
Are Denied 


Ta department of public utilities 
of Massachusetts took cognizance 
of the general economic depression and 
the possibility of increased fixed 
charges for utility operations in deny- 
ing, except for a slight suburban re- 
duction, petitions of certain residential 
consumers for reduced electric rates. 
Consumers thought that during a de- 
pression they should have lower rates, 
but the commission stated : 


“We are of the opinion that in view of 
the uncertainty of business conditions in 
the immediate future, of the strong likeli- 
hood of increased taxes and greater fixed 
charges, and of the great probability that 
the amount of uncollectible bills will be 
largely increased, we do not feel warranted 
at the present time in ordering a reduction 
in rates greater than one-half cent a kilo- 
watt hour in each of the steps or blocks 
of the residential rates and in the first 
step or block of the commercial rates.” Re 
Suburban Gas & Electric Co. (Mass.) 
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Cities Service Gas Company Is Subjected to the Missouri 
Commission’s Rate Orders 


HE Cities Service Gas Company, 

which transports natural gas from 
Kansas, Oklahoma, and Texas for dis- 
tribution to various cities in the south- 
western part of the United States, in- 
cluding several cities in Missouri, has 
been ordered by the Missouri commis- 
_sion to file schedules of its charges for 
industrial service regardless of whether 
service is rendered directly by the Cities 
Service organization itself or through 
subsidiary companies. The commis- 
sion’s order came after an investigation 
for the purpose of gathering the facts 
as to the relationship between the Cities 
Service Gas Company and various dis- 
tributing companies operating in the 
state of Missouri. It had been the con- 
tention of the company that it was en- 
gaged entirely in interstate business and 
was, therefore, not subject to local rate 
regulation. Chairman Milton R. Stahl, 
writing for the commission, stated: 


“The law is clear that if the utility serv- 
ice is rendered directly to the consumer by 


the importer, the importer is engaged in 
intrastate business, or at least in interstate 
business of such a local character that it 
is subject to local regulation. The gas 
pipe line or electric transmission-line owner 
cannot escape local regulation through in- 
genious devices whereby he seeks to use 
the shield of the interstate commerce clause 
of the Constitution against the exercise of 
the state police power and at the same time 
enjoy in substance the rights and privileges 
of engaging in the local distribution of gas 
or electricity.” 


The commission accordingly found 
that the Cities Service Gas Company 
was distributing natural gas directly to 
Missouri customers through the Kansas 
City Gas Company, St. Joseph Gas 
Company, Joplin Gas Company, Car- 
thage Gas Company, and the Webb City 
and Carterville Gas Company, and was, 
therefore, engaged in intrastate busi- 
ness as a public utility and subject to 
regulation by the Missouri commission. 
The company has asked for a rehearing. 
Re Cities Service Gas Co. (Mo.) Case 
No. 7523. 


Electric Rates Are Voluntarily Based on Butter Fat Prices 
by a California Utility 


je who still argue over the 
classical controversy as to whether 
reproduction cost basis or the original 
cost basis is the more proper base for 
fixing utility rates will probably be 
startled to learn that in California an 
electrical utility has voluntarily adopted 
butter fat prices as the basis for fixing 
rates in irrigation districts. According 
to a statement issued by the California 
commission, the California-Oregon 
Power Company has lowered rates 
about 10 per cent to remain in effect 
as long as the butter fat price remains 


below 35 cents a pound. The commis- 
sion stated that this is the first instance 
of record where a utility has ap- 
proached the subject of relief from this 
standpoint. The reduction results from 
a voluntary offer by the power company 
to relieve temporarily the dairyman’s 
depression by assuming a share of the 
season’s losses based on the ratio be- 
tween the cost of electric service and 
the total cost of producing butter fat. 
This is indeed a recognition of the 
ability-to-pay factor. Re California- 
Oregon Power Co. (Cal.) 


Wisconsin Investigates the Bell Telephone System 


V J IscoNsIN is the latest state to 
join Illinois, Michigan, and the 
others who are investigating the Bell 


Telephone system. Commissioner Lili- 
enthal, writing an opinion for the Wis- 
consin commission, has announced that 
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the Bell case will be the “most exten- 
sive rate case in the history of regula- 
tion in Wisconsin.” The opinion states 
that the commission will inquire into 
the cost of the service rendered to its 
subsidiaries by the American Telephone 
and Telegraph Company for which the 
latter collects a percentage of the Wis- 
consin Telephone Company’s revenue. 
An analysis of exhibits presented with 
reference to the license contract be- 
tween these companies, according to the 
commission’s opinion raised serious 
doubt as to the fairness of the appor- 
tionment. The commission will also 
inquire into the Western Electric Com- 
pany’s relationship to the Wisconsin 
Telephone Company. In order to ex- 
pedite the statewide investigation which 
it was stated would take at least one 
year to complete, the commission de- 
parted from its usual manner of con- 
ducting hearings and definitely directed 
the telephone company to prepare and 
submit certain information. In addi- 
tion it proposes to make an examination 
of records and books of the company 
with its own staff. The suggestion was 
made that the commission be furnished 
with statements for each year from 
1919 to 1931 showing the American 
Telephone and Telegraph Company’s 
revenues and expenses (1) for its long- 
line department operations; (2) its li- 
cense contract operations; (3) its hold- 
ing company operations, outlining the 


revenues from each of such operations 
for each year and the expense attribut- 
able to each of such operations ; the de- 
preciation reserve at the beginning and 
end of each year and the average of 
each year for each department, and the 
rates of return for each year on the 
long-lines investment before and after 
deducting depreciation reserves. Com- 
missioner Lilienthal conceded the pro- 
priety and effectiveness of the services 
of the American Telephone and Tele- 
graph to the Wisconsin Telephone 
Company, but stated that he was trou- 
bled by three questions: (1) Are the 
associated companies actually benefit- 
ing from the saving affected by the 
work of the American Telephone and 
Telegraph Company’s general staff ; (2) 
are the economies from the licensing 
arrangement passed on to an equitable 
degree to the subscribers of Wiscon- 
sin; (3) has the cost of the develop- 
ment of extra telephone services by the 
American Telephone and Telegraph 
Company, such as telephoto, movie- 
tone, and other innovations been 
charged against the telephone business 
in any degree? The commission over- 
ruled the principles announced in 
previous decisions (Re Wisconsin Tele- 
phone Co. P.U.R.1931A, 477), and 
reached the conclusion that local ex- 
changes must receive credit for part of 
toll charges. Re Wisconsin Telephone 
Co. (Wis.) U-4034, 2-U-35. 


e 


Bell Companies Must Produce Evidence 


A“ interesting development in the 
suit by the Michigan Bell Tele- 
phone Company in Federal district 
court to restrain the enforcement of 
rate orders of the Michigan Public 
Utilities Commission was a ruling by 
Special Master William S. Sayres, Jr., 
on the request of the counsel for the 
commission, that certain documentary 
information should be produced by 
officials of the Western Electric Com- 
pany and the American Telephone and 
Telegraph Company. These officials ap- 


peared as witnesses for the Western 
Electric Company. The witnesses de- 
clined to produce the evidence on 
grounds that it was irrelevant and out- 
side the proper scope of the proceed- 
ing. The request included a “set of 
accounting and record instructions, in- 
cluding all forms in use by Western 
Electric.” Special Master Sayres over- 
ruled objections to the production of 
the evidence. Michigan Bell Telephone 
Co. v. Michigan Public Utilities Com- 
mission, et al, (Mich.) No. 1322. 
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Interurban Busses Are Barred from Using Washington’s 
Streets for a Terminal 


URSUANT to authority granted by an 
 e of Congress last February, the 
public utilities commission of the Dis- 
trict of Columbia has just completed a 
very interesting investigation into the 
operations of passenger busses in the 
city of Washington. The commission 


- found that these busses could generally 


be divided into six classes: Class A— 
Busses running on regular schedule be- 
tween Washington and other metropol- 
itan cities, Class B—busses operating 
regularly between Washington and sub- 
urban points, Class C—busses operating 
within the District on regular schedules 
over defined routes, Classes D, E, and 
F—irregular or “sight-seeing” busses 
having distinctions between themselves 
similar to Classes A, B, and C. The 
commission’s finding showed a rapid in- 
crease in the number of bus companies 
operating through the District of Col- 
umbia. A total of 22 concerns are 
now engaged in this business, operating 
a total of 572 scheduled trips per day. 
Fifteen hundred passengers are trans- 
ported to and from the city of Wash- 
ington by Class A busses coming from 
or bound for other cities, while twenty 
thousand passengers or more a day are 
transported by Class B busses between 
Washington and nearby Maryland and 
Virginia points. This business naturally 
adds to the traffic congestion. 

The chief purpose of this investiga- 
tion was to determine if possible some 


way of eliminating the annoyance 
caused by busses using the down-town 
streets of Washington for terminal 
parking. With the increase in the num- 
ber of busses this practice has become a 
positive nuisance by reason of the ob- 
struction to traffic. Evidence before the 
commission showed that it requires 
more than 50 feet of curb space to park 
the average interurban bus and that as 
many as 5 busses were reported to be 
grouped on certain occasions near one 
of Washington’s busiest intersections, 
diverting the vehicular traffic and de- 
laying street car operations. The com- 
mission found that two possible rem- 
edies were available: (1) the routing 
of Class A busses through a centrally 
located union terminal off the streets 
and on private property controlled by 
the participating carriers, and (2) the 
requirement that each Class A bus con- 
cern provide its own terminal off the 
streets. Of the two alternatives, the 
commission felt that the union terminal 
was a better solution both from the 
standpoint of convenience of the pas- 
sengers and from an economical stand- 
point of the carriers. In any event the 
Class A bus concerns were ordered on 
and after August 15, 1931, to park no 
more busses in the down-town restricted 
area. Re Operation of Interstate Bus 
Common Carriers (D. C.) P. U. C. 
No. 2927, Formal Case No. 226, Order 
No. 936. 


Other Important Rulings 


be adjusted through the powers of its 
own local board of health or the state 


HE New York state commission 

has approved a memorandum 
opinion by Commissioner Burritt de- 
clining to entertain jurisdiction of a 
complaint by the mayor and city of 
Buffalo against an alleged nuisance 
caused by excessive smoke from the 
operations of the New York Central 
Railroad. Commissioner Burritt point- 
ed out that the city’s complaint might 


health department. Roesch v. New 
York Central Railroad Co. (N. Y.) 
Case No. 6741. 


The Pennsylvania commission in 
granting authority to the Allegany Gas 
Company to render natural gas service 
in the boroughs of Canton and Troy, as 
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